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FINDINGS AND PURPOSE

SEc. 2. (a) The Congress makes the following findings:

(1) The achicvement of equal access to quality health care at &
reasonable cost is a priority of the Federal Government.

(2) The massive infusion of Federal funds into the existing
health care system has contributed to inflationary increases in the
cost of health care and failed to produce an adequate supply or
distribution of health resources, and eonsequently has not made
possible equal access for everyone to such resources.

(3) The many and increasing responses to these problems by
the public sector éFederal, State, and local) and the private sector
have not resulted in a comprehensive, rational approach to the
present— . L.

(A) lack of uniformly effective methods of delivering

health care; .

(B) maldistribution of health care facilities and man-
power; and
(C) increasing cost of health care. . .

(4) Increases in the cost of health care particularly of hospital
stays, have been uncontrollable and inflationary, and there are
presently inadequate incentives for the use of appropriate alter-
native levels of health care, and for the substitution of ambula-
tory and intermediate care for inpatient hospital care.

?;‘:) Since the health care provider is one of the most important
participants in any health care delivery system, health policy
must address the legitimate needs and concerns of the provider
if it is to achieve meaningful results; and, thus, it is imperative
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that the provider be encouraged to play an active role in develop-
ing health policy at all levels.

(6) Large scgments of the public are lacking in basic knowl-
edge regarding proper personal health care and methods for
effective use of available health services.

(b) In recognition of the magnitude of the problems described in
subsection (a) and the urgency placed on their solution, it is the
purpose of this Act to facilitate the development of recommendations
for a national health plauning policy, to augment areawide and State
planning for health services, manpower, and facilities, and to author-
ize financial assistance for the development of resources to further
that policy.

RTUVISION OF HEALTIH PLANNING PROGRAMS UNDER THE
PUBLIC HEALTH S8ERVICE ACT

Skc. 3. The Public Heslth Service Act is amended by adding at
the end the following new title:

“TITLE XV—NATIONAL HEALTH PLANNING AND
DEVELOPMENT

“Part A—NarioNan GuibeLiNes ror Heavrin Prannine
“NATIONAL GUIDELINES FOR HEALTH PLANNING

“Ske. 1501. (a) The Sceretary shall, within eighteen months after
the date of the enactment of this title, by regulation issue guidelines
concerning national health planning policy and shall, as he deems
appropriate, by regnlation revise such guidelines. Regulations under
this subsection shall be promulgated in accordance with section 553
of title 5, United States Code.

“(b) The Secretary shall include in the guidelines issued under
subsection (a) the following:

“(1) Standards respecting the appropriate supply, distribu-
tion, and organization of health resources.

“(2) A statement of national health planning goals developed
after consideration of the priorities, set forth in section 1502,
which goals, fo the maximum extent practicable, shall be
expressed in quantitative terms.

“(c} In issuing guidelines under subsection (a) the Seeretary shall
consult with and solicit recommendations and comments from the
health systems agencies designated under part B, the State health
planning and development agencies designated under part C, the

Statewide Health Coordinating Councils established wnder part C,
associations and specialty societies representing medical and other

health care providers, and the National Council on Health Planning
and Development established by section 1503.

“NATIONAL TIEALTH PRIORITIES

“Sgc. 1502. The Congress finds that the following deserve priority
consideration in the formulation of national health planning goals
and in the development and operation of Federal, State, and area
health plenning and resources development programs:

“(1) The provision of primary care services for medically
underserved populations, especially those which are located in
rura] or economically depressed areas.

42 USC 201
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“(2) The development of multi-institutional systems for coordi-
nation or consolidaticn of institutional health services (including
obstetric, pediatric, emergency medical, intensive and coronary
care, and radiation therapy services).

*(3) The development of medical gronp practices (especially
those whose services are appropriately coordinated or intograted
with institutional health services), health maintenance organiza-
tions, and other organized systems for the provision of health
care.

“(4) The training and inereased ntilization of physician assist-
ants, especially nurse clinicians.

“(5) The development of multi-institutienal avrangements for
the sharing of support services necessary to all health serviee
institutions.

“(8) The promotion of activities to achieve needed improve-
ments in the quality of health services, including needs identified
by the review activities of Professional Standards Review Orga-
nizations under part B of title XTI of the Social Sccurity Act.

“(7) The development by health service institutions of the
eapacity to provide various levels of cave (including intensive
care, acute general care. and extended care) on a geographically
integrated basis.

“(8) The promotion of activities for the prevention of disease,
including studies of nutritional and envivonmental factors affect-
ing health and the provision of preventive health care services,

“(9) The adoption of uniformi cost accounting. simplified
reimbursement, and utilization reporting systems and improved
management procedures for health service institutions.

“(10) The development of effective methods of educating the
general publie concerning proper personal (including preventive)
health care and methods for cffective use of available health
services.

YNATIONAL COUNCIL ON [FEALTIH PLANNING AND DEVELOPMENT

“See, 1508, (1) There is established in the Department of Health,
Edneation. and Welfare an advisory couneil to be known as ti:
Nautional Council on Health Planning and Development (hereinafter
in this section referred to as the ‘Council’). The Council shall advise,
consult with, and make recommiendations to, the Seevetary with
respect 1o (1) the developnent of national guidelines under section
1501, (2) the implementation and acdministration of this title {111(1
title XVI. and (3) an evaluation of the implications of new medical
technology for the organization. delivery. and equitable distribution
of health care services.

“(h) (1) The Council shall be composed of fifteen mewbers. The
Chief Medical Director of the Veterans' Administration, the Assistant
Seeretary for Health and Environment of the Department of Defense,
and the Assistant Secretary for Health of the Department of Health,
Education. and Welfare shall be nonvoting ex officio niembers of the
Cowuneil. The remaining members shall be appointed by the Secretary
and shall be persons who. as a result of their training, experience, or
attainments, are exceptionally well qualified to assist in carrying out
the functions of the Council. Of the voting members. not less than
five shall be persons who are not providers of health services, not
more than three shall be officers or employees of the Federal Govern-
ment, not less than three shall be members of governing bodies of
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health systems agencies designated under part B, and not less than
three shall be members of Statewide Health Coordinating Councils
under section 1524. The two major political parties shall have equal
reprosentation among the voting members on the Council,
*(2) The term of office of voting members of the Council shall be
six years, except that
“(A) of the members first appointed to the Council, four shall
be appointed for terms of two years and four shall be appointed
for terms of four years, as designated by the Secretary at the
time of appointment; and
“(B) any member appointed to fill a vacancy oecurring prior
to the expiration of the term for which his predecessor was
appointed shall be appointed only for the remainder of such
term.
A member may serve after the expiration of his term until his sue-
cessor has taken office.

“(3) The chairman of the Council shall be selected by the voting
members from antong their number. The term of office of the chairman
of the Council shall be the lesser of three years or the period remaining
in his term of oflice as a member of the Council.

“(c) (1) Except as provided in paragraph (2), the members of
the Council shall cach be entitled to receive the daily equivalent of the
annual rate of basie pay in effect for grade GS-18 of the General
Schedule for each day (including traveltime) during which they are
engaged in the actual performance of duties vested in the Council.

“(2) Members of the Couneil who are full-time oflicers or employees
of the United States shall receive no additional pay on account of
their service on the Couneil.

“(3) While away from their homes or regular places of business in
the performance of services for the Council, members of the Council
shall be allowed travel expenses, including per diem in lieu of sub-
sistence, in the same manner as persons employed intermittently in
the Government service are allowed expenses under section 5703(b)
ot title 5, nited States Code.

“(d) The Council may appoint, fix the pay of, and prescribe the
functions of such personnel as are necessary to carry out its func-
tiens. In addition, the Council may procure the services of experts and
consultants as authorized by section 3109 of title 5, United States Code,
but without regard to the last sentence of such section.

“(e} The provisions of section 14(a) of the Federal Advisory Com-
mittee Act shall not apply with respect to the Council.

“Parr B—Hesrrin SysTEMS AGENCIES
“I{EALTII SERVICE AREAS

“Sec. 1511, (a) There shall be established, in accordance with this
section, health service areas thronghout the United States with respect
to which health systems agencies shall be designated under section
1515. Each health service area shall mect the following requirements:

“(1) The arca shall be a geographic region appropriate for the
effective planning and development of health services, determired
on the basis of factors including population and the availability
of resources to provide all necessary health services for residents
of the area.

“(2) To the extent practicable, the area shall include at least
one center for the provision of highly specialized health services.
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“(3) The area, upon its estublishment, shall have a population
of not less than five hundred thousand or more than three million;
except that—

“(A) the population of an area may be more than three million
if the area Includes a standard metropolitan statistical area (us
determined by the Office of Management and Budlget) with a
potpulatiml of more than three million, and

*(BB) the population of an area may—

“(i) be less than five hundred thousand if the area com-
prises an entire State which has a population of less than
five hundred thousand, or

“(1i) be lessthan—

“(1) five hundred thousand (but not less than two hun-
dred thousand) in unusual circumstances (as determined
by the Secretary), or

“(IT) two hundred thousand in highly unusual cir-
cumstances (as determined by the Seceretary).

if the Governor of cach State in which the area is locate:d
determines, with the approval of the Secretary, that the area
meets the other requirements of this subsection.

“(4) To the maximum extent feasible, the boundaries of the
aren shall be appropriately coordinated with the boundaries of
areas desigmated under section 1152 of the Social Secnrity Aet for
Professional Standards Review Organizations. existing regional
planning areas, and State planning and administrative areas.

The boundaries of a health service area shall be established so that. in
the planning and developnient of liealth services to be otfered within
the health service area, any cconomic or geographic barrier to the
receipt of such services in nonmetropolitan areas is taken into account.
The boundaries of health service areas shall be established so as to
recognize the differences in health planning and health services devel-
opment needs between nonmetropolitan and metropolitan aveas, Fach
standard metropolitan statistical avea shall be entirely within the
boundaries of one health service area, except that if the Governor of
each State in which a standard metropolitan statistical aven is located
determines, with the approval of the Secretary, that in order to ment
the other requirements of this subsection a health service area shouid
contain only part of the standard metropolitan statistical area, then
such statistical area shall not be required to be entirely within the
boundaries of such health seivice area.

“(b)(1) Within thirty days following the date of the enactment
of this title, the Secretary shall simultaneously give to the Governor
of each State written notice of the initiation of proceedings to establish
health service arcas throughout the United States. Each notice <hall
contain the following: . . .

“(A) A statement of the requirement (in subsection (a)) of
the establishment of health service areas throughout the United
States. .

“(B) A statement of the criteria preseribed by subsection (a)
for health service areas and the procedures preseribed by this sub-
seetion for the desigmation of health service area boundaries.

“(C) A request that the Governor receiving the notice (1) desig-
nate the boundaries of health service areas within his State, and,
where appropriate and in cooperation with the Governors 0§
adjoining States, designate the boundaries within his State o
health service areas located both in his State and in xld]ommg
States, and (ii) submit (in such form and manner as the Secretary
shall specify) to the Seccretary, within one hundred and twenty

January 4, 1975‘

January 4, 1975 -7~ Pub, Law 93-641

88 STAT, 2231

days of the date of enactment of this title, such boundary desig-
nations together with comments, submitted by the entities referred
to in paragraph (2), with respect to such designations.
At the time such notice is given under this paragraph to each
Governor, the Secrctary shall publish as a notice in the Federal
Register a statement of the giving of his notice to the Governor and
the criteria and procedures contained in such notice.

“(2) Each State’s Governor shall in the development of boundaries
for health service areas consult with and solicit the views of
the chief executive officer or ageney of the political subdivisions within
the State, the State agency which administers or supervises
the administration of the State’s health planning functions under a
State plan approved wunder section 314(a), cach entity within the
State which has developed a compreliensive regional, metropolitan,
or other local area plan or plans referred to in section 314(b),
and each regional medieal program established in the State under the
title IX.

“(3)(A) Within two hundred and ten days after the date of
ennctment of this title, the Secretary shall publish as a notice in the
Federal Register the health serviee area houndary designations. The
boundaries for health service aveas submitted by the Governors shall,
except as otherwise provided in subparagraph (B). constitute upon
their publication in the Federal Register the boundaries for such
health service areas.

“(B) (i) If the Secretary determines that a boundary submitted
to him for a health service avea does not meet the requirements of sub-
section (a), he shall, after consultation with the Governor who
submitted such boundary, make such revision in the boundary for such
area (and as necessavy. in the boundaries for adjoining health service
areas) as may be necessary to meet sucl requirements amd publish
such revised boundary (or boundaries); and the revised boundary
(or boundaries) shall unon publication in the Federal Register con-
stitute the boundarv (or boundaries) for such health service area
(or aveas). The Secretary shall notify the Governor of each
State in which is Joeated a health service 1 whose boundary is
revised under this elause of the houndary revision and the reasons for
sueh revision.

“(31) In the case of arcas of the United States not included within
the boundaries for health service areas submitted to the Secretary
s requested under the notice under paragraph (1), the Secretary
shall establish and publish in the Federal Register health service
aren boundaries which include such areas. The Secretary shall
notifv the Governor of each State in which is located a health service
ares. the boundary for which is established under this clause
of the houndaries e-tablished. In carvying out the requirement of this
clause, the Secretary may make such revisions in boundaries submitted
under subparagraph (A) as he determines are necessary to meet
the requirement of subsection (a) for the establishment of health
service areas throughout the United States.

“(4) The Secretary shall review on n continuing basis and at the
request. of any Governor or designated health systems agency the
appropriateness of the boundaries of the health service areas estab-
lished under paragraph (3) and. if he determines that a boundary
for a health service area no longer meets the requirements of subsec-
tion (a), he mav revise the boundaries in accordance with the proce-
dures prescribed by paragraph (3) (B) (i) for the establishment of
boundaries of licalth service aveas which include areas not included in
boundaries submitted by the Governors, If the Seeretary acts on his
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own initiative to revise the boundaries of any health service area, he
shall consult with the Governor of the appropriate Stute or States,
the entities referred to in paragraph (2), the appropriate health
systems agency or agencies designated under part 3 and the appro-
priate Statewide Health Coordinating Council established under part
C. A request for boundary revision shall be made only after consulta-
tion with the Governor of the appropriate State or States, the entities
referred to in paragraph (2), the appropriate designated health sys-
tems agencies, and the appropriate established Statewide Health
Coordinating Couneil and shall include the comments concerning the
revision made by the entities consulted in requesting the revision.
“(5) Within one year after the date of the enactment of this title
the Secretary shall complete the procedures for the initial establish-
ment of the boundaries of health service areas which (except as pro-
vided in section 1535) include the geographic area of all the States.
“(e) Notwithstanding any other requirement of this section, an
area—
“(1) for which has been developed a comprehensive regional,
metropolitan area, or other local area plan referred to in section
314(b), and
“(2) which otherwise meets the requirements of subsection (2),
shall be designated by the Secretary as a health service area unless
the Governor of any State in which such area is located, upon o finding
that another area is a more appropriate region for the effective plan-
ning and development of health resources, waives such requirement.

“HEALTIT SYSTEMS AGENCIES

“Spe, 1512, (a) Derximion.—For purposes of this title, the tern
‘health systems agency’ means an entity which is organized and oper-
ated in the manner deseribed in subsection (b) and which is capable,
as determined by the Sceretary, of performing each of the functions
described in secfion 1518. The Secretary shall by regulation establish
standards and criteria for the requirements of subsection (1) and sec~
tion 1513.

“(h) (1) Tresn Strvctere—A health systems agency for a health
service arca shall be—

“(A) a nonprofit private corporation (or similar legal mecha-
nism such as a public benefit eorporation) which is incorporated
in the State in which the largest part of the population of the
health service aren resides, which is not a subsidiary of, or other-
wise controlled by, any of her private or public corporation or other
legal entity, and which only engages in health planning and devel-
opment functions; ) .

“(B) a public regional planning body if (1) it has a governing
board composed of a majority of elected officials of units of gene rad
loeal government or it is authorized by State law (in effect before
the date of enactment of this subsection) to carry out health plan-
ning and review functions such as those described in section 1513,
and (ii) its planning area is identical to the health service area;
or

“(C) asingle unit of general local government if the area of the
jurisdiction of that unit is identical to the hea.ch service area.

A health systems agency may not be an educational institution or oper-
ate such an institution.

“(2) Srarr.— )

“(A) Exrerrise—A health systems agency shall have o staff
which provides the agency with expertise in at least the following:
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(i) Administration, (ii) the gathering and analysis of data, (iii)
health planning, and (iv) development and use of heulth resources.
The functions of planning and of development of health resources
shall be conducted by staffs with skills appropriate to each
function.

“(B) Swzr axp ExrerovyexT.—The size of the professional staff
of any health systems ageney shall be not less than five, except that
if the quotient of the population (rounded to the next highest one
hundred thousand) of the health service area which the agency
serves divided by one hundred thousand is greater than five, the
minimum size of the professional staff shall be the lesser of (1)
such quotient, or (ii) twenty-five. The members of the staff shall
be selected, paid, promoted, and discharged in accordance with
such system as the agency may establish, except that the rate of pay
for any position shall not be less than the rate of pay prevailing in
the health service area for similar positions in other public or
private Lealth service entities, If necessary for the performance of
its functions, a health systems agency may employ consultants and
may contract with individuals and entities for the provision of
services. Compensation for consultants and for contracted services
shall be established in accordance with standards established by
regulation by the Secretary.

(8) GoverniNng Bopy—

“(A) In aeverir—A health systems agency which is a publie
regional planning body or unit of general Jocal government shall,
in addition to any other governing body, have a governing body
for health planning, which is established in accordance with sub-
paragraph” (C). which shall have the responsibilities prescribed
by subparagraph (13}, and which has exclusive authonity to per-
form for the agency the functions deseribed in section 1513, Any
other health systems agency shall have a governing body com-
posed, in accordance with subparagraph (C), of not less than ten
members and of not more than thirty members, except that the
number of members may exceed thirty if the governing body has
established another umt (referred to in this paragvaph as an
‘executive committee’) composed, in accordance with subpara-
graph (C), of not more than twenty-five members of the govern-
ing body and has delegated to that unit the authority to take such
action (other than the establishment and revision of the plans
referred to in subparagraph (B) (ii)) as the governing body is
authorized to take.

#(BY Resroxsiniviries—The governing body—

“(1) shall be responsible for the internal affairs of the
health systems agency, including matters relating to the staff
of the agency, the ageney’s budget, and procedures and eri-
teria (developed and published pursuant to section 1532)
applicable to its functions under subsections (e), (f), and
(g) of section 1513; ol

“(i1) shall Le responsible for the establishment of the
health systems plan and annual implementation plan required
by section 1513 (b} ;

“(iii) shall be responsible for the approval of grants and
contracts ma de and entered into under section 1513(¢) (3) ;

(iv) shall be responsible for the approval of all actions
taken pursnant to subsections (e), (f), (g), and (h), of sec-
tion 1513;

“(v) .shall (I) issue an annual report concerning the

activities of the agency, (II) include in that report the health
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systems plan and annual implementation plan developed by
the agency, and a listing of the agency’s income, expenditu res,
assets, and liabilitics, and (IIT) make the report readily
available to the residents of the health service area and the
various communications media serving such area;

“(vi) shall reimburse its members for their reasonable costs
incurred in attending meetings of the governing body;

“(vii) shall meet at least once in each calendar quarter of a
year and shall meet at least two additional times in a year
unless its executive committee meets at least twice in that
year; and

“(viii) shall (I} conduct its business mectings in public,
(IT) give adequate notice to the public of such meetings, and
(ITTy make its records and data available, upon request, to
the publie,

The governing hody (and executive committee (if any)) of a
health systems agency shall act only by vote of a majority of its
members present and voting at a meeting called upon adequate
notice to all of its members and at which a quorum is in attend-
ance. A quorum for a governing body and exccutive committee
shall be not less than one-half of its members.

“(C) Coxrosrrion.—The membership of the governing body
and the executive committee (if any) of an agency shall meet
the following requirements:

“(i) A majority (but not more than 60 per centum of the
members) shall be residents of the health service area served
by the entity who are consumers of health care and who are
not (nor within the twelve months preceding appointment
been) providers of health care and who are broadly represent-
ative of the social, economic, linguistic and racial populations,
geographic areas of the health service area, and major
purchasers of health care,

“(ii) The remainder of the members shall be residents of
the health service area served by the agency who are providers
of health care and who represent (I) physicians (particularl
practicing physicians), dentists, nurses, and other health
professionals, (IT) health care institutions (particularly hos-
pitals, long-term care facilities, and health maintenance
organizations), (III) health care insurers, (IV) health pro-
fessional schools, and (V) the allied health professions. Not
less than one-third of the providers of health care who are
members of the governing Lody or exccutive committee of a
health systems agency shall be direct providers of health care
(as deseribed in section 1531(3)).

#(ii1) The membership shall—

“(I) include (either through consumer or provider
members) public elected officials and other representa-
tives of governmental authorities in the agency’s health
service area and representatives of public and private
agencies in the area concerned with health,

“(I1) include a percentage of individuals who reside
in nonmetropolitan areas within the health service area
which percentage is equal to the percentage of residents
of the arca who reside in nonmetropolitan areas, and

“(IX1) if the health systems agency serves an area in
which there is located one or more hospitals or other
health care facilities of the Veterans’ Administration,
include, as an ex officioc member, an individual whom the
Chief Medical Director of the Veterans’ Administration
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shall have designated for such purpose, and if the agency
serves an area in which there is Jocated one or more
qualified health maintenance organizations (within the
meaning of section 1310), include at least one member who
is representative of such organizations. .

“(iv) 1f, in the exercise of its functions, a governing body
or exccutive committee appoints a subcommittee of its mem-
bers or an advisory group, it shall, to the extent practicable,
make its appointments to any such subcommittee or group in
sich a manner as to provide the representation on such sub-
committee or group described in this subparagraph.

“(4) Inprvipoar Liasmiry.—No individual who, as a member or
employee of a health systems agency, shall, by reason of his perform-
ance of any duty, function, or activity required of, or authorized to
be mldm‘tni’on by, the agency under this title, be liable for the pay-
ment of damages under any Jaw of the United States or any State
(or political subdivision thereof) if he has acted within the scope of
such duty, function, or activity, has exereised due care, and has acted,
with respect to that performance, without malice toward any person
affected by it.

“(5) Private Conrtripurions.—No health systems agency may
accept any funds or contributions of services or facilities from any
indivilual or private entity which has a financial, fiduciary, or other
direct interest in the (Ievcfopment, expansion, or support of health
resources unless, in the case of an entity, it is an organization described
in section 509(a) of the Internal Revenue Code of 1954 and is not
directly engaged in the provision of health care in the health service
area of the agency. For purposes of this paragraph, an entity shall
not be considered to have such an interest solely on the basis of its pro-
viding (directly or indirectly) health care for its employces.

“(6) Ormer Requinpsexts—ISach health system agency shall—

. “(A) muke such reports, in such form and containing such
information, concerning its structure, operations, performance of
functions, and other matters as the Secretary may from time to
time require, and keep such records and afford such access thereto
as the Secretary may find necessary to verify such reports;

“(B) provide for such fiscal control and fund accounting
procedures as the Sceretary may require to assure proper disburse-
ment of, and accounting for, amounts received from the Secre-
tary under thistitle and section 1640 and

_(C) permit the Secretary and the Compiroller General of the
United States. or their representatives, to have aceess for the
purpose of audit and examination to uny books, documents, papers,
and records pertinent to the disposition of amounts received from

_ the Secretary under this title and section 1640,

“(c) Subarea Councirs—A health systems ageney may establish
subarea advisory couneils Tepresenting parts of the agencies’ health
service area to advise the governing body of the agency on the perform-
ance of its functions. The composition of a subarea advisory council
shall conform to the requirements of subsection (b) (3) (0).

“FUNCTIONS OF HEALTH SYSTEMS AGENCIES

¥“Bec. 1513, (a) For the purpose of—
“(1) improving the health of residents of a health service area,
“(2) increasing the accessibility (including overcoming geo-
graphic, architectural, and transportation barriers), acce tability,
continuity, and quality of the health services provided them,
“(3) restraining increases in the cost of providing them health
services, and

42 USC 300e=9.

26 USC 509,
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*(4) preventing unnecessary duplication of health resources,
each health systems agency shall have as its primary responsibility the
the provision of effective health planning for its health service aren
and the promotion of the development within the area of health
services, manpower, and facilities which meet identified needs, reduce
documented nefficiencies, and implement the health plans of the
agency. To meet its primary responsibility, a health systems agenc
shall carry out the functions deseribed in subsections (b) througK
{(g) of this section,

“(b) In providing health planning and resources development for
its health service area, a health systems agency shall perform the
following functions:

*{1) The agencey shall assemble and analyze data concerning—

“(A) the status (and its determinants) of the health of
the residents of its health service area.
“(B) the status of the health eare delivery system in the
area and the use of that system by the residents of the area,
“(C) the effect the avea’s health care delivery system has
on the health of the residents of the area,
“(D) the mmnber. type. and location of the area’s health
resources, including health services. manpower, and facilities,
“(E) the patterns of ntilization of the area’s health
resources, and
“(F) the environmental znd occupational exposure factors
affecting inmmediate and long-termi health eonditions.
In carrying out this paragraph. the ageney shall to the maximum
extent practicable use existing data (including data developed under
Federal health programs) and coordinate its activities with the coop-
erative system provided for under section 306 (e). . .

“(2) The agency shall. after appropriate consideration of the
recommended national guidelines for health planning policy
issued by the Sceretary under section 1501, the priorities set forth
in section 1502, and the data developed pursuant to paragraph (1),
establish, annually review. and amend as necessary a health sys-
tems plan (hereinafter in this title referred to as the ‘HSI?)
which shall be a detailed statement of goals (A) describing »
healthful environment and bealth systems in the area which,
when developed, will assare that quality health services will be
available and accessible in a manner which assures continuity of
care, at reasonable cost, Tor all residents of the area; (1B) which
are responsive to the unique needs and resources of the area; and
() \\‘flich take into account and is consistent with the‘nahonal
guidelines for health planning poliey issued by the Secretary
under section 1501 respecting supply. distribution, and organiza-
tion of health resources and services, Before establishing an 1ISP,
a health systems ageney shall conduct a public hearing on the
proposed HSP and shall give interested persons an opportunity
to submit their views orally and in writing. Not less than thirty
days prior to such hearing. the agency shall publish in at least
two newspapers of general cireulation thronghout its Lealth serv-
ice area a notice of its consideration of the propesed IISD, the
time and place of the hearing, the place at which interested H)er-
sons may consult the HSP in advance of the hearing, and the place
and period during which to submit written comments to the
agency on the HSP. . )

“(3) The agency shall establish, annually review, and amend
as necessary an annual implementation plan (hereinafter in this
title referred to as the ‘AIP’) which describes objectives which
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will achieve the goals of the HSP and priorvities among the
objectives. In establishing the AIP, the agency shall give priority
to those objectives which will maximally improve the health of
the residents of the area, as determined on the basis of the relation
of the cost of attaining such objectives to their benefits, and which
are fitted to the special needs of the area.

“(4) The agency shall develop and publish specific plans and
projects for achicving the objectives established in the AIP.

“(e) A health systems agency shall implement its ISP and AIP,
and in implementing the plans it shall perform at least the following
functions:

(1) The agency shall seek, to the extent practicable. to imple-
ment. its ISP and AIP with the assistance of individuals and

" public and private entities in its health service area.

#(2) The ageney may provide, in accordance with the priorities
established in the ATD, technical assistance to individuals and
public and ]})l'i\':l(’e entities for the development of projects and
programs which the agency determines are necessary to achieve
the health systems described in the HSP, including assistance in
meeting the requirements of the agency preseribed under section
1532(b).

“(3) The agency shall, in accordance with the priorities estab-
lished in the AT, make grants to publie and nonprofit private
entities and enter into contracts with individuals and public and
nonprofit private entities to assist them in planning and develop-
ing projects and programs which the agency determines are neces-
sary for the achievement of the health systems described in the
ISP, Such grants and contracts shall be made from the Area
Health Services Development Fund of the ageney established
with funds provided under grants made under section 1640, No
grants or contract under this subsection may be used (L\) to pay
the costs incurred by an entity or individual in the delivery of
health services (as defined in regulations of the Secretary), or
(B) for the cost of construction or modernization of medical
facilities. No single grant or contract made or entered into under
this paragraph shall be available for obligation beyond the one
year period beginning on the date the grant or contract was made
or entered into. If an individual or entity receives a grant or
contract under this peragraph for a project or program, such
individual or entity may receive only one more such grant or

_contract for such project or program.
_‘;}(ld) fach health systems agency shall coordinate its activities
with—

“(1) each Professional Standards Review Organization (des-
igl}ated under section 1152 of the Social Security Act),

#(2) entities referred to in paragraphs (1) and (2) of seetion
204(a) of the Demonstration Cities and Metropolitan Develop-
ment Act of 1966 and regional and local entities the views of
which are required to be considered under regulations preseribed
under section 403 of the Intergovernmental Cooperation Act of
1968 to carry out section 401(b) of such Act,

“(8) other appropriate general or special purpose regional
planning or administrative agencies, and

. “(4) any other appropriate entity,

in the health system agency’s health service area. The agency shall,
as appropriate, secure data from them for use in the agency’s plannin,
and development activities, enter into agreements with them whic
will assure that actions taken by such entities which alter the area’s

Grants and
contracts,
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Lealth system will be taken in a manner which is consistent with the
HSP and the AID in effect for the area, and, to the extent practicable,
provide technical assistance to such entities.

“(e) (1) (A) Except as provided in subparagraph (I3), each health
systems agency shall review and approve or disapprove each proposed
use within its health service area of Federal funds—

“(i) appropriated under this Act, the Community Mental
Health Centers Act, or the Comprehensive Aleohol Abuse and
Alecoholism Prevention, Treatment, and Rehabilitation Act of
1970 for grants, contracts, loans, or loan guarantces for the
development, expansion, or support of health resources; or

“(ii) made available by the State in which the health service
area js located (from an allotment to the State under an Act
referred to in clause (1)) for grants or contracts for the develop-
ment, expansion, or support of health resources.

“(B) A health systems ageney shall not review and approve or
disapprove the proposed use within its health service area of Federal
fumfs appropriated for grants or contracts under title 1V, VII, or
VIIT of this Act unless the grants or contracts are to be made, entered
into, or used to support the development of health resources intended
for use in the health service arca or the delivery of health services.
In the case of a proposed use within the health service area of a health
systems agency of Federal funds described in subparagraph (A) by
an Indian tribe or inter-tribal Indian organization for any program
or project which will be located within or will specifically serve—

“(i) afederally-recognized Indian reservation,

“(i1) any land area 1n Oklahoma which is held in trust by the
United States for Indians or which is a restricted Indian-owned
land area, or )

“(iii) a Native village in Alaska (as defined in section 3(c) of
the Alaska Native Claims Settlement Act),

a health systems agency shall only review and comment on such
proposed use. . )

“(2) Notwithstanding any other provision of this Act or any other
Act referred to in paragraph (1), the Secretary shall allow a health
systems agency sixty days to make the review required by such
paragraph. If an agency disapproves a proposed use in its health
service area of Federal funds described in paragraph (1),the Secretary
may not make such Federal funds available for such use until he has
made, upon request of the entity making such propesal, a review of
the agency decision. In making any such review of any agency decision,
the Secretary shall give the appropriate State health planning and
development agency an opportunity to consider the decision of the
health systems agency and to submit to the Secretary its comments on
the decision. The Secretary, after taking into consideration such State
agency’s commients (if any), may make such Federal funds available
for such use, notwithstanding the disapproval of the health systems
agency. Each such decision by the Seeretary to make funds available
shall be submitted to the appropriate health systems agency and State
health planning and development agency and shall contain a detailed
statement of the reasons for the decision. ) .

“(3) Each health systems agency shall provide each Indian tribe
or inter-tribal Indian organization which is located within the agency’s
health service area information respeeting the availability of the
Federal funds described in the first sentence of this subsection.

“(f) To assist State health planning and development agencies in
carrying out their functions under paraﬁzrap}‘xs (4) and (5) of section
1523(a) each health systems agency shall review and male recommen-
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dations to the appropriate State health planning and development
ageney respecting the need for new institutional health services pro-
posed to be offered or developed in the health service area of such
ealth systems agency.

“(g) (1) Except as provided in ﬁamgmph (2), each health systems
agency shall review on u periodic basis (but at least every five years)
all institutional health services offered in the health service area of
the agency and shall make recommendations to the State health plan-
ning and development agency designated under section 1521 for each
State in which the health systems agency’s health service area is located
respecting the appropriateness in the area of such services.

“(2) A health systems agency shall complete its initial review of
existing institutional health services within three years after the date
of the agency’s designation under section 1515 (c).

“(h) EucK health systems agency shall annually recommend to
the State health planning and development agency designated for each
State in which the health systems agency’s health service area is
located (1) projects for the modernization, construction, and conver-
sion of medical facilities in the agency’s health service area which
projects will achieve the HSP and AIP of the health systems
agency, and (2) priorities among such projects.

“ASSISTANCE T0 ENTITIES DESIRING TO BE DESIGNATED AS HEALTH
SYSTEMS AGENCIES

“Sec, 1514, The Secrctary may provide all necessary technical and
other nonfinancial assistance (including the preparation of prototype
plans of organization and operation) to nonprofit private entities
(including entities presently receiving financial assistance under sec-
tion 314(b) or title IX or as experimental health service delivery sys-
tems under section 304) which— il

CY(1) express a desire to be designated as health systems agen-

cies, and
“(2) the Secretary determines have a potential to meet the
requirements of a health systems agency specified in sections 1512

and 1513,
to assist such entities in developing applications to be submitted to
the Secretary under section 1515 and otherwise in preparing to meet
the requirements of this part for designation as a health systems

agency.
“DRSIGNATION OF HIEALTH SYSTEMS AGENCIES

“Src. 1515, () At the earlicst practicable date after the establish-
ment under section 1511 of health service areas (but not later than
eighteen months after the date of enactment of this title) the Secretary
shall enter into agreements in accordance with this section for the des-
ignation of }'xgalth systems agencies for such arens.

“(b)(1) The Sccretary may enter into agreements with entities
under which the entities would be designated as the health systems
agencies for health service arcas on a conditional basis with 2 view
to determining their ability to meet the requirements of section 1512
I(Pl)i and their capacity to perform the functions prescribed by section

513.

“(2) During any period of conditional designation (which may
hot exceed 24 months), the Sceretary may require that the entity con-
ditionally designated meet only such of the requirements of section
1512(b) and perform only such of the functions prescribed by section
1513 as he determines such entity to be capable of meeting and per-
forming. The number and type of such requirements and functions
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shall, during the period of conditional designation, be progressively
increased as the entity conditionally designated becomes capable of
added responsibility so that, by the end of such period, the agency may
be considered for designation under subsection (c).

“(3) Any agreement under which any entity is conditionally desig-
nated as a health systems agency may be terminated by such entity
upon ninety days notice to the Seeretary or by the Secretary upon
ninety days notice to such entity.

“(4) The Seeretary may not enter into an agreement with any entity
under paragraph (1) for conditional designation as a health systems
agency for a health service area until—

“(.\) the entity has submitted an application for such designa-
tion which contains assurances satisfactory to the Sceretary that
upon completion of the period of conditional designation the
applicant will be organized and operated in the manner described
in seetion 1512 (b) and will be qualified to perform the functions
prescribed by section 1513

“(B) a plan for the orderly assumption and implementation of
the functions of & health systems agency has been received from
the applicant and approved by the Secretary ; and

“(C) the Seccretary has consulted with the Governor of cuch
State in which such health service area is located and with such
other State and local officials as he may deem appropriate, with
respect to such designation. . L

In considering such applications, the Sceretary shall give priority to
an application which has been recommended for approval by each
entity which has developed a plan referred to in section 314(b) for
all or part of the health service area with respect to which the appli-
cation was submitted, and each regional medical programn estab-
lished in such area under title IX. ) )

“(c) (1) The Sceretary shall enter into an agreement with an entity
for its designation as a health systems agency if, on the basis of an
application under paragraph (2) (and, in the case of an entity con-
ditionally designated,on the basis of its performance during a period
of conditional designation under subsection (b} as a health systems
agency for a health service area), the Seeretary determines that #.och
entity is eapable of fulfilling, in a satisfactory manner, the reguire-
ments and functions of a health systems ageney. Any such agreement
under this subscetion with an entity may be renewed in accordance
with paragraph (3), shal: contain such provisions respecting the
requirements of sections 1512(b) and 1513 and such conditions designed
to carry out the purpose of this title, as the Secretary may preseribe,
and shall be for a term of not to exceed twelve months; except that,
prior to the expiration of such term, such agreement may be

terminated— . )

“(A) by the entity at such time and upon such notice to the
Secretary as he may by regulation prescribe, or .

“(B) by the Secretary, at such time and npon such notice to
the entity as the Secretary may by regulation preseribe, if the
Secretary determines that the entity is not complying with or
effectively carrying out the provisions of such agreement.

#(2) The Sceretary may not enter into an agreement with any entity
under paragraph (1) for designation as a health systems agency fora
health service area unless the entity has submitted an application to
the Secretary for designation as a health systems agency, and the
Governor of each State In which the area is loeated has been consulted
respecting such designation of such entity. Such an application shall
contain assurances satisfactory to the Secretary that the applicant
imeets the requirements of section 1512(b) and is qualified to perform
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or is performing the functions preseribed by section 1513, In consider-
ing such apa)licutions. the Secretary shall give priority to an applica-
tion which has been recommended for approval by {A) each entity
which has developed a plan referred to in section 314(b) for all or
part of the healtl service area with respect to which the application
was submitted, and (B) cach regional medical program established
in such area under title IX.

“(3) An agreement under this subsection for the designation of a
health systems agency may be renewed by the Secretary for a period
not to exceed twelve months if upon review (as provided in section
1535) of the agency’s operation and performance of its functions, he
determines that it has fulfilled, in a satisfactory manner, the functions
of a health systems agency preseribed by section 1513 and continues to
meet the requirements of section 1512 (b).

“(d) If a designation under subseetion (b) or (¢) of a health systems
agency for a health s rvices area is terminated befors the date pre-
scribed for its expiration, the Secretary shall, upon applieation and in
accordance with subsection (b) or (¢) (as the Secretary determines
appropriate), enter into a designation agreement with another entity
to be the health systems agency for such area.

“PLANNING GRANTS

“Skc. 1516, (1) The Secretary shall make in each fiscal year a grant
to each health systems agency with which there is in effect a designa-
tion agreement under subsection (b) or (c) of section 1515, A grant
under this subsection shall be made on such conditions as the Secretary
determines is appropriate, shall be used by a health systems ageney
for compensation of agency persennel, collection of data. planning,
and the performunce of the functions of the agency. and shall be avail-
able for obligation for a period not to exceed the period for which its
designation agreement. is entered into or renewed (as the case may be).
A health systems agency may use funds under & grant under this sub-
section to make payments under contracts with other entities to assist
the health systems agency in the performance of its functions; but it
shall not use funds under such a grant to make payments under a
grant or contract with another entity for the development or delivery
of health services or resources.

“(b) (1) The amount of any grant under subsection (a) to a health
systems agency designated under section 1515 (b) shall be determined
by the Secretary. The amount of any grant under subsection (a) to
any health systems agency designated under section 1515(c) shall be
the lesser of—

“(A) the product of $0.50 and the population of the health
service area for which the agency is designated, or
“(B) $3,750,000,
x(u)x)loss (tl;)e agency would receive a greater amount under paragraph
2) or (3).

Priority.
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“(2) (A) If the application of a health systems agency for such a Obligation of
grant contains assurances satisfactory to the Secretary that the agency non-Federal
will expend or obligate in the period in which such grant will be funds.

available for obligation non-Federal funds meeting the requiremnents
of subparagraph (B) for the purposes for which such erant. may be
made, the amount of such grant shall be the sum of— =
(1) the amount determined under paragraph (1).and
‘(i) the lesser of (I) the amount of such non-Federal funds
with respect to which the assurances were made, or (II) the
product of $0.25 and the population of the health service area for
which the agency is designated.
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#(B) The non-Federal funds which an agency may use for the pur-
pose of obtaining a grant under subsection (a) which is computed on
the basis of the formula prescribed by subparagraph (A) shall—

“(i) not include any funds contributed to the agency by any
individual or private entity which has a financial, fiduciary, or
other direct interest in the development, expansion, or support
of health resources, and .

#(ii) be funds which are not paid to the agency for the per-
formance of particular services by it and which are otherwise
contributed to the agency without conditions as to their use other
than the condition that the funds shall be used for the purposes
for which a grant made under this section may be used.

“#(3) The amount of a grant under subsection (a) toa health“slftvms
agency designated under section 1515 (c) may not be less than $175,000.

“(c)(1) For the purpose of making payments pursuant to grants
made under subsection (a), there are authorized to b(z appropriated
$60,000,000 for the fiscal year ending June 30, 1975, $90.000,000 for
the fiscal year ending June 30, 1976, and $125,000,000 for the fiscal

e ding June 30, 1977.

y&&l&;t; X()z\\‘it'lxst:xlx’dilag subsection (b), if the total of the grantsio be
made under this section to health systems agencies for any fiscal year
exceeds the total of the amounts appropriated under paragraph (1)
for that fiscal year, the amount of the grant for that fiscal year to
each health systems agency shall be an amount which bears the same
ratio to the amount determined for that agency for that fiscal year
under subsection (b} as the total of the amounts appropriated uxy.lecgl'
paragraph (1) for that fiscal year bears to the total amount x-?.(];llxtlc L
to make grants to all health systems agencies in accordance w 1tfx e
applicable provision of subsection (b); except t]m? th(? anlllount g '11{1y
grant to a health systems agency for any fis al year shall not le y(‘bh
than $175,000, unless the amount appropriated for that ﬁsci: )eo.lr
under paragraph (1) is less than the amount required to make such
a grant to each health systems agency.

“Part C—S1arE HEALTI PLANNING AND DEVELOPMENT
SDESIGNATION OF STATE 1IEALTH PLANXING AND DEVELOPMENT
AGENCIES

“Spe. 1521, (a) For the rirpose of the performance within SgCI{
State of the health planning and development functions pr.escn‘ e{
by section 1523, the Secretary shall enter into and rena\vﬂagrccnzf,lllt }s
(deseribed in subsection (b)) for the designation of a btate‘ héd. tl
planning and developiaent agency for each State other \tlmn a "ti e
for which the Secretary ma); not under sltll)scchon (d) enter into,
o i s 1n effect, or renew such an agreement. . )
(0?{(111)1)11(&11)11 (3\1 d("signﬂtimx :x;:r(eemgn‘t. under subscction (a) ISf fm
agreement with the Governor of a Ftate for the (l(‘Slgnz\hIOnt (%t dtll
agency (selected by the Governor) of the government of]t m £ f{t‘ ‘c
as the State health planning and development ugen.cy‘( m]« 1)11.q1t (t,r
in this part referred to as the ‘State Agency’) to_admlmster t e a]ez
administrative program preseribed by section 1522 and t.o ca:.r;) ydobx
the State’s health planning and development functions pr escribe );
section 1523. The Secretary m]ay not enter into such an agreemen

i overnor of a State unless— .
with th“e((:"\) there has been submitted by the State a StateS ad‘mtl‘?;s-

trative program which has been approved by the efmfaéug’ﬁ
#(B) an application has been made to the Secretaryt. <1):1 g
an agreement and the application contains assurances satls actory
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to the Seeretary that the agency selected by the Governor for
designation as the State Agency has the authority and resources
to administer the State administrative program of the State and
to carry out the health planning and development functions pre-
scribed by seetion 1523, and

“(C) in the case of an agreement entered into under paragraph
(3), there has been established for the State a Statewide Health
Coordinating Council meeting the requirements of section 1524.

“(2) (A) The agreement entered into with a Governor of a State
under subsection (a) may provide for the designation of a State
Agency on a conditional basis with a view to determining the capacity
of the designated State Ageney to administer the State administra-
tive program of the State and'to carry out the health planning and
development functions preseribed by seetion 1523, The Seerctary shall
require as a condition to the entering into of such an agreement that
the Governor submit on behalf of the agency to be designated a plan
for the agency’s orderly assumption and implementation of such
functions.

“(B) The period of an agreement deseribed in subparagraph (A)
may not exceed twenty-four months. During sueh period the Secretary
may require that the designated State Ageney perform only
such of the functions of a State Agency preseribed by section 1523
as he determines it is capable of performing. The number and type
of such functions shall, during su('}ll period, be progressively increased
as the designated State Agency becomes (‘:1]):1&)10\012 added responsi-
bility, so that by the end of such period the designated State
Agency may he considered for designation under paragraph (3).

“(C) Aty agreement with a Governor of a State entered into under
subparagraph (A) may be terminated by the Governor upon ninety
days’ notice to the Secretary or by the Secretary upon ninety days’
notice to the Governor, ) T

“(3) If, on the basis of an .pplication for designation as a State
Agency (and, in the case of an agency conditionally designated under
paragraph (2), on the basis of its performance under an agreement
with a Governor of a State entered into under such paragraph), the
Secretary determines that the agency is capable of fulfilling, in a
satisfactory manner, the responsibilities of a State Agency, he
shall enter into an agreement with the Governor of the State desig-
nating the agency as the State Agency for the State. No such
agreement may be made unless an application therefor is submitted
to, and approved by, the Secretary. Any such agreement shall be for
2 term of not to exceed twelve months, except that, prior to the
expiration of such term, such agreement may be terminated—

“(A) by the Governor ai such time and upon such notice
to the Secretary as he may by regulation prescribe, or
“(B) by the Sccretary, at such time and upon such notice
to the Governor as the Secrctary may by regulation prescribe,
if the Secretary determines that the designated State Agency is
not complying with or effectively carrying out the provisions of
such agreement,
An agreement under this paragraph shall contain such provisions as
the Secretary may require to assure that the requirements of this
part respecting State A gencies are complied with.

“(4) An agreement entered
the designation of a State Agency may be renewed by the Secretary
for a period not to exceed twelve months if he determiines that it has
fulfilled, in a satisfactory manner, the responsibilities of a State
Agency during the period of the agreement to be renewed and if the

Plan,

Period of
agreement.

Termination,

State Agency,
designation.

Application,
submittal to
Secretary.,

Termination.

into under parngmlﬁh (8) for Renewal,
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42 USC 4571,

42 USC 300m-l.

Conditions.

Functions,

applicable State administrative program continues to meet the
requirements of section 1522,

“(e) If a designation agreement with the Governor of a State
enterod into under subsection (b) (2) or (b) (3) is terminated before
the date prescribed for its expiration, the Secretary shull, upon
application and in accordance with subsection (b){(2). or (b)(3) (as
the Secretary determines appropriute), enter into another agreement
with the Governor for the designation of a State Agency,

“(d) Tf, upon the expiration of the fonrth fiscal year which begins
after the calendar year in which the National Iealth Policy, Planning,
and Resources Development Act of 1974 is enacted, an agreement under
this section for the designation of a State Agency for a State is not in
effect, the Secretary may not make any allotment, grant. loan, or loan
guarantee, or enter into any contract, wnder this Act, the Community
Mental Health Centers Aet, or the Comprehensive Alcohol Abuse and
“\leoholism Prevention, Treatment, and Rehabilitation Act of 1970 for
the development, expansion, or support of health resources in such
State until such time assuch an agreement is in effect.

HSTATE ADMINISTIVIIVE PROGRAM

“SEe, 1622, (2) A State administrative program (hereinafter in
this section referred to as the “State Program’) is a program for the
performance within the State by its State Agency of the functions pre-
seribed by section 1523. The Seeretary may not approve a State Pro-
gram for a State unless it—

“(1) meets the requirements of subsection (b); .

“(2) has been submitted to the Secretary by the Governor of
the State at such time and in such detail, and contains or 15 accont-
panied by such information, as the Secretary deems necessary;
and

*(3) has been submitted to the Secretary only after the Gover-

nor of the State has afforded to the general public of the State a

reasonable opportunity for a presentation of views on the State

Program.

#(b) The State Program of a State must— )

(1) provide for the performarce within the State (after the
designation of a State Agency and in accordance with the designa-
tion agreement) of the functions preseribed by section 1523 and
specify the State Agency of the State as the sole agency for the
performance of such functions (except as )rov@ed n subsec‘tmn
(b) of such section} and for the administration of the State
Program; . .

~(2) contain or be supported by satisfactory evidence that
the State Ageney has under State law the authority to carry
out such functions and the State Program in accordance with
this part and contain a current budget for the operation of the
State Agencey; . . )

“(3) provide for adequate consultation with, and zl\[kh()l‘ll‘}'
for. the Statewide Health Coordinating Council (prescribed by
section 1524), in carrying out such functions and the State
Program;

“(%) (A) set forth in such detail as the Secretary may pre-
scribe the qualifieations for personnel having responsibilities in
the performance of such functions and the State Program, and
require the State Agency to havea professienal staff for planning
and a professional staff for development, which staffs shall be of
such size and meet such qualifications as the Secretary may

prescribe;

January 4, 1975 - 21 - Pub, Law 93-641

88 STAT, 2245

. o . :
(B) 1‘11‘()\'1(10. for such methods of administration as are found
by the Secretary to he necessary for the proper and efficient
administration of such functions and the State Program, including
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis consistent with such standards
as are or may be established by the Civil Service Commission
un'(_lcr sgcthn 208(a) of the Intergovernmental Personnel Act of
1970 (Public Law 41-648), but the Secretary shall exercise no
authority with respect to the selection, tenure of oflice, and com-
pensation of any individual employed in accordance with the
methods relating to personnel standards on a merit basis estab-
115{'}1(&(1 and maintained in conformity with this paragraph;
- N . 3¢, § B . bl .
(..)) require the State Agency to perform its functions in
;wcgn danco with procedures and eriteria established and published
by it, which procedures and criteria shall conform to the require-
ments of section 1532;
Wy . S 3 \ . A 5 :
in"‘(?z :('il;pu- }l;w h.ti.lf(. Agency to (A) conduct its business meet-
ings i1 Ilu ()(1\('), ( } give adequate notice to the public of such meet-
mgs, and (C) make its records and data avai
) ata available, upon reqr
to the publie; i pest
Gy : 3 :
7 A\ OV N . 11 . . a1 1 “ 1t
1-or>'1i1~1)tgou)- g;ot\]u)hgf(.n. Lt.w coordination (in accordance with
“ ]‘f 5 w Secreiary) with the cooperative system pro-
}n ml or un«h*g' seetion 306 (e} of the activities of the Srate Agency
<f)r-t 16 collection, retrieval, analysis, reporting, and publication
o :tahbn(r:ll and other information related to Lealth and health
:ﬁ:%tl?t(l t(B) r{qmtm _pxt'_ovxlders of health care doing business in
e State to make statistical and other reports of such informa-
h(z‘n to the State Agency; P ek i forma
- ..1(53)1 })1.‘(?\'1(1(*. in uvconlnnsc with methods and procedures pre-
sl(“n N (”m .;‘m;rm-ml by the Seeretary, for the evaluation, at least
annually, of the performance by the Sty ifs function
V. ¢ | : A ate Ageney of its fun 3
and of their ceonomic cffcetiveness: T netions
. .(9)v p.rm‘uio that the State Agency will from time to time. and
(:1“‘111) event not less often than annually, review the State Pro-
bl:l‘l(n“;l)ll(l subxmt]m :he Seeretary required modifieations;
require the State ! ake s )
form ) q ire the State Agency to make such reports. in such
oo Lt‘im con -lf}nlnf_' suel information, concerning its structure
ations, performance of functions, a ters as )
atiol X . and other matters as the
i(]!g](:tt;uylmn_\l from tn}nc to time require, and keep such records
and aftord such access thereto as the Seeretary i
Laf as Secretary may s
tO)(l'lf}' such reporis: ) ¥y find necessary
“(11) require the St / rovide fi
trol ‘uzl t] ; the State Agency to provide for such fiscal con-
trol A fund accounting Pmcedm'gs as the Sccretary may
Iq ire to. assure proper disbursement of, and accountine for
a xz‘rw(ullgt)s “‘m‘]";tmtll h':m the Secretary under this title: " ’
2} permit the Sceretary s Y : y
United ét-ltos or t]mirl-tlt]'x];l(jsl:(lltrhtg Cmntptl]n“m' Sonora) of the
ates, o epresentatives, to have access for t]
purpose of audit and examinati ’ s doctiments
Xamination to any books, doe
papers, and records of the Stat 't e qiens,
) : » State Ageney pertine i i
Hobeey ana pevons ¢ ¢ St gency pertinent to the disposi-
s received from the Seeretary is ti
4(13) provide ] » Seeretary under this title; and
vide that, ) Agency ision i
the porfoxzm-u e o if the State Agency makes a decision in
ne nance of a function under paragraph (3), (1), (5
(6_)1 of section 1323(a) or under title Y{f’i w]hich' is o \"))t, nt
with a recommendatio ‘ " i oy stont
. ‘ndation made under subsection (f), (o
: g " ) o or
of sectl?n 1513 by a health systems agency »vithisl zl’le(hs)t:mteﬁ(h)
(A) such decision d the recor ich i
\and the record upon which it
made) shall, upon request of the health systems ac;rzexl Wll)ls
reviewed, under an : ani isi Sl State
» inder an appeals mechanism consistent with State

42 USC 47284

Coordination
of informa=
tion.

42 USC 242d.

Reports,.

Performance
evaluation,

Review of
Stata
program,
Reports;
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keeping.

Audit,
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law governing the practices and procedures of administra-
tive agencies, by an agency of the State (other than the State
health planning and development agency) designated by the
Governor, and

“(13) the decision of the reviewing agency shall for pur-
poses of this title and title XVI be considered the decision
of the State Lealth planning and development agency.

“(¢) The Secretary shall approve any State Program and any
modification thereof which complies with subsections (a) and (b). The
Secretary shall review for compliance with the requirements of this
part the specifications of and operations under cach State Program
approved by him. Such review shall be conducted not less often than
once each year.

SOTATE HTEALTH PLANNING AND DEVELOPMENT FUNCTIONS

“Spe. 1523, (a) Each State Agency of a State designated under
section 1521(b)(3) shall, except as authorized under subsection (b),
perform within the State the following functions:

(1) Conduct the health planning activities of the State and
implement those parts of the State health plan (under section
1524(c) (2)) and the plans of the health systems agencies within
the State which relate to the government of the State.

“(2) Prepare and review and revise as necessary (but at least
annually) a preliminary State health plan which shall be made
up of the HSP's of the health systems agencies within the State.
Such preliminary plan may, as found necessary by the State
Agency, contain such revisions of such IISIs to achieve their
appropriate coordination or to deal more effectively with state-
wide health needs. Such preliminary plan shall be submitred to
the Statewide Health Coordinating Council of the Stafe for
approval or disapproval and for usen developing the State health
plan referred to in section 1524(c).

“(3) Assist the Statewide Health Coordinating Council of the
State in the review of the State medical facilities plan required
under section 1603, and in the performance of its funections
generally.

“(4)(A) Serve as the designated planning agency of the State
for the purposes of section 1122 of the Social Seeurity Act if the
State has made an agreement pursuant to such seetion, and (B)
administer a State certificate of need program which applies to
new institutional Lealth services proposed to be offered or devel-
oped within the State and which is satisfactory to the Secretary.
Such program shall provide for review and determination of need

Hor to the time such services, facilities, and organizations are
offered or developed or substantial expenditures ate undertaken

in preparation for such offering or development, and provide that
on{y those services, facilitics, and organizations found to be
needed shall be offered or developed in the State. In performing
its functions under this paragraph the State Agency shall con-
sider recommendations made by health systems agencies under
section 1513 (f). .

“(5) After consideration of recommendations submitted by
health systems agencies under section 1413(f) respecting now
institutional health services proposed to be offered within the
State, make findings as to the need for such services.

%(6) Review on a periodic basis (but not less often than every
five years) all institutional health services being offered in the

January 4, 1975

State and, after consideration o
health systems agencies under see
. appropriateness of such services, make
(b) (1) Any function described in subsceting
tf}orrr(u‘cd by anoth{\,r ageney of the State governinesd; nport
the Governor under an agreement with the State Seéncy: 8a
to‘t%m Seerctary. ° Aaencyé'ag‘
*(2) The requirement of paragraph (£) (B) of subsecti a)'s
) aragr of subsection (&) shall
}:_ottnppl}lr to a State ‘\lgo?vy (])t a State until the expil‘:\'fing z)f the
rst regular session of the logislature of such State wliieh begins :
th‘(:, date of enactment of this title. ¢l beggns after
‘ (.-3) A State Agency shall complete its findings with respect to the
appropriateness of any existing institntional health service within
gim _)i(":;}‘ :1tt(\1']thv date o health systems ageney has made its recom-
endation under section 1313(g) with respe ropri
mandation un W{g) espect to the appropriateness
“(c) If a State Agency males ision i i i
“{¢) 1f aState \gency males a decision in earrying out a function
described in paragraph (4), (5), (6), or (7) of subsection (a) which
1s not consistent with the goals of the applicable ISP or the priorities
gttct];)e(\:h[:})h -:11;10. AID, the Stzlti-, Ageney shall submit to the appropri-
health systems ageney a detailed statement > T
the inconsistency. ey of the reasons for

sfactory

S gorp y rpep .
STATEWIDE HEALTH COORDINATING COUNCIL

“Sec. 1524, (a) A\ State health planni
! 24 (a) A Sta alth planning and development agency
designated und_:‘r section 1521 shall be advised by a Stntlewide H?Z’alﬂ{
%oordn’mtmg Council (hereinafter in this section referred to as the
SHCC’) which (1) is organized in the manner described by subsec-
tw‘?(b()b()l’ an\d g(}'21)‘l:eriform‘s thé functions listed in subsection (c).
o) (- ) A SHCC of a State shall be composed in the following
f(A) (1) A SIHCC shall have no fewer than sixt
. . -C shy ave an sixteen representa-
tives appointed by the Governor of the State from Ii.lstrse 0? :t
least five nominees submitted to the Governor by each of the health
systems agencies designated for health service areas which fall
1n“‘\1(1.1.<;1e]01' 1]11 part, within the State. o
i) Fach such health systems ageney shall be enti
S‘;l?l((!“l}l)ln}‘bﬁl‘}!)f representatives on the S}'}CC. entitled to the
*(i1i) Each such health systems agency shall be entitled t
least two representatives on the SHCC. Gf the I‘cpresomntivors) 3;
?;v%}ga‘lql systems agency, not less than ene-half shail be individuals
h(‘:a]tilll(('zx:‘((‘).“b“mmS of health care and who are not providers of
“(BB) In addition te the appoi s
‘ 3 » the appointments made under subpara-
g'ml.;h (A),Jhc Governor of t{‘xe State may appoint such pelrsons
(including State officials, public elected officials. and other repre-
sent}atu:es of‘govormnental authorities within the State) to serve
o;_) t e SHCC as he deems appropriate : except that (i) the number
0 tpelison_s appointed to the SHCC under this subparagraph may
nod exceed 40 per centum of the total membership of the SHCC
fsl}ll)n]l ( iia) cix majority fof the persons appointed by the Governor
shall b cm‘e'lsumexs of health care who are not also providers of
“(C) Not less than one-third i
- of the providers of health car
who are members of a SHCC shall be d? i alth
Ders « rect pro
care (as described in section 1531(3)). providers of health

42 USC 300me3,

Membership,
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“(D) Where two or more hospitals or other health care f“ﬂ"‘h“‘es upon request of the Governor of the State which submitted such
of the Veterans’ Administration are located in a State, the SHCC plan or application or another agency of such State, a review of
shall, in addition to the appointed members, inclnde, as an ex the SHCC decision. If after such review the Secretary decides
officio member, an individual whom the Chief Medical Director of to make such funds available, the decision by the Secretary to
the Veterans' Administration shall have designated as a vepre- make such funds available shall be submitted to the SHCC and
sentative of such facilities. . . ‘ shall contain a detailed statement of the reasons for the decision,
Chairman, “(2) The STICC shall select from among 1ts.membors a clm.lrmagi.
Meetings. «(3) The SIICC shall conduct all of its business meetings in public, “GRANTS FOR STATE TEALTIT PLANNTNG AND DEVELOPMENT
and shall meet at least once in each calendar quarter of a year.
Functions. #(c) A SHCC shall perform the following functxonf: 1P of “Ske. 1523, (a) The Seeretary shall make grants to State health 42 usc 300m-4.
Report. “(1) Review annually and coordinate the HSP and A }0 planning and development agencies designated under subsection
each health systems agency within the State and rep_(ll"_t to the (b} (2) or (b)(3) of section 1521 to assist them in meeting the costs
Secretary, for purposes of his review under section 1535(c), its of their operation. Any grant made under this subsection to a State
comments on such HSP and AIP. ) Agency shall be available for obligation only for a period not to exceed
“(9) (A) Prepare and review and revise as necessary (buf: at the period for which its designation agreement is entered into or
least annually) a State health plan \\'}nch shall be made up of renewed. The amount of any grant made under this subscetion shall Limitation.
the HISP’s of the health systems agencies within the State. Such be determined by the Secretary, except that no grant to a designated
plan may, as found necessary by the SHCC, contain revisions of State Agency may exceed T per centum of its operation costs (as
such HSP's to achieve their appropriate coordination or to deal dotermined under regulations of the Secretary) during the period for
more ellcetively with statewide health needs. Lach health systems which the grant is available for obligation.
ageney which participates in the SHCC shall make available to “(b) Grants under subsection (a) shall be made on such terms and
the SIICC its HSP for each year for intewration into the State conditions as the Secrctary may preseribe; except that the Secretary
health plan and shall, as required by the SHCC‘, revise its FISP may not make a grant to a State Agency unless he receives satisfactory
to achieve appropriate coordination with the HSP's of ﬂ.m Qt;her assurances that the State Agency will expend in performing the func-
agencies which participate in the SHCC or to deal more effectively tions prescribed by section 1523 during the fiscal year for which the
with statewide health needs. . grant-is sought an amount of funds from non-Federal sources which
Hearing. “(B) In the preparation and revision of the State health plan, 15 at least as great as the average amount of funds expended, in the
the SHCC shall review and consider the preliminary Sfﬂﬁe h(‘ﬂ};h three years immediately preceding the fiscal year for which such grant
plan submitted by the State agency under section 1525(a) (-)d- is sought, by the State, for which such State Agency has been desig-
and shall conduct a public hearing on the plan as ]‘)x‘opo..qed'.ﬂn nated, for the purposes for which funds under such grant may be used
shall give interested persons an opportunity to submit their \1e\v}§ (ez\‘-c]udm‘g expenditures of a nonrecurring nature).
ovally and in writing. Not less fh’"} thirty days prior to any squ _(c) _For the purpose of _malgmg payments under grants under Appropriations.
hearing, the SHICC shall publish in at least two newspapers o subscetion (a), there are au.‘honzed.to be appropriated $25.000,000
ceneral circulation in the State a notice of its consideration of for the fiscal year ending June 30, 1975, £30,000.000 for the fiscal year
the proposed plan, the time and place of the hearing, the place at ending .Turl(i 30, 1976, and $35,000,000 for the fiscal year ending
which interested persons may consult the plan in adyance of the June 30, 1977. «
hearing. and the place and ;;m'm‘ll during which to direct written GRANTS FOR RATE REGULATION
SIICC on the plan. xop N s
. . cai?(;g;;n]t}(f?]giva‘]’g{lﬁﬂ‘ A bu]dg:et of each such health systems “S:»fc. 1526, (:.:)‘I‘.m: the purpose of demonstrating the effectiveness 42 USC 300m-5,
Budget, revie ' 1 report to the Secretary, for purposes of his review of State Agencies re lating rates for the provision of health care, -
and report. agency “Tlf 1"1!1‘?” (), i ts eomments on such budget. the Secretary may make to a State Agency designated, under an agree.
"“f.rkif?{)té??g\-‘-'":(}){mémions submitted by such health systems ment entered into under section 1521 (b} (3), for a State which (in
?gglgiﬁi? qtrm(wie% ‘;01‘ Qralits under sections 1516 and 1640 and report to the fiﬁ(‘?rlxtt]elgltci(:\llf‘ll 1']0;_;\1]:2 notn.? I;rosglribed by the S]ocre;ar_v )} lm(;{s indicated
agencies 1o | ! uch applications. F ; reautate (not later than six months after the date of the
:2;2:’_”“1 Sec“'(f—:)‘ll:‘{d]fzsgoﬁl,::l(:éltt:t: n.\?zancy I()IiZ the State gencrally on the f}llacértfl?nt \gf this 'hﬂo,) ra.toswfm' the provision of health care within
Post, p. 2273, performance of its functions. . : State plan t}i?sks‘{;)s&-}igimom than six State Agencies may receive grants under Limitation,
« view s ally and approve or disapprove any ot al g & . .
md( :I)“}{; ;’ lpel\i‘c;’l(liggﬂ(]gn‘:l gml' rr)‘e,vision of :11 State plan or appli- “ (g) (1 }) A State Agency which receives a grant under subsection Requirements.
‘cationf submitted to the Secretary as a condition to the 1-ocm}pt (a) s 1?‘(1—) rovide the Secretary satisf. .
£ anv funds under allotments made to States under this Aet, the W) jod : 1e Secretary satisfactory evidence that the State
of any fu d Act, or the Comprehensive Agency has under State law the authority to carry out rate regula-
Community Mental Health Centers Act, o1 X : i . . ; : P
42 USC 2681 T 1 Aleoholism Prevention, Treatment, and tion functions in accordance with this section and provide the
mz’t;;c 4571 %S}o’gﬁlit;tig‘n&&&n;f iQTO Notwithstanding any other provision S}e,c'li;emry a current budget for the performance of such functions
4 : Noo Aot OF ANV - Act referre in the preceding sentence, it}
; of this Act or ﬂ}ﬂ}«l {MH‘I ;\? %;{8(‘;‘21:?;1&;]:2 % o malke the review “(B)_set forth in such detail as t'.a Secretary may preseribe
the Secxl'e{)ﬂl'};:c}; se;teg’:cm 1£ a SHCC disapproves such a State the qualifications for personnel having responsibility in the per-
;(]eg;:lge;c ap)I; Jieation, the Secretary may not make Federal funds formance of such functions, and shall have a professional staff

“vailable under such State plan or application until he has made, for rate regulation, which staff shall be headed by 2 Director;
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«(C) provide for such methods of administration as found
by the Secretary to be necessary for the proper and efficient admin-
istration of such functions; )

“(I)) perform its functions in accordance with procedures
established and published by it, which procedures shall conform
to the requirements of section 1532 )

“(E) comply with the requirements prescribed by paragraphs
(6) through (12} of section 1522(b) with respect to the functions

- preseribed by subsection (a); )

“(F) provide for the establishment of a procedure under which
the State Agency will obtain the recommendation of the appro-
priate health systems agency prior to conducting a review of the
rates charged or proposed to be charged for services; and

“(G) meet such other requirements as the Secretary may pre-
seribe. )

#(2) In prescribing requirements under paragraph (1) of this sub-
section, the Sccretary shall consider the manner m which a State
Agency shall perform its funciions under a grant under subsection
(a), including whether the State Agency should— n

“(A) permit those engaged in the delivery of health services
to retain savings aceruing to them from effective management and

control .
GOS‘;?(%);) gx(‘)ez,lte incentives at each point in the delivery of health
services for utilization of the most economical modes of services
feasible, . o

“(() document the need for and cost implications of each new

- gervice for which a determination of reimbursement rates is

ought, and .
® ‘H‘%D)’ employ for each type or class of person engaged in the
delivery of health services— .
(i) g unit for determining the reimbursement rates, and
“(ii) a base for determining rates of change in the reim-
bursement rates,
which unit and base are satisfactory to the Secretary.

“(¢) Grants under subsection (n) shall be made on such terms and
conditions as the Secretary may preseribe, except that (1) such a grant
shall be available for obligation only during the onc-year period
beginning on the date such grant was made, and (2) no State Agency
miv receive more than three grantsunder subsection (a). .

‘?(d) Each State Agency which receives a grant under subsoc:,lm.o]rll
() shall report to the Secretary (in such form and manner as he ?Jt‘td
prescribe) on the effectiveness of the rate regulation plog?m ;'1551, en
by such grant..The Secretary shall report annually to the _,;)nl_:_xjesg {))
the effectiveness of the programs assisted by the grants authorized by
sﬂlﬁeec)h%)é:}g are anthorized to be appropriated fo make paymenés_
under grants under subsection (a), $+,000,000 for the ﬁ,;cnl yggrl(g}{ 4
ing June 30, 1975, $3,000,000 for the fiscal year ending June 30, y
and $6,000,000 for the fiscal year ending June 30, 1977.

“«Pagr D—GeENERAL PROVISIONS
“DEFINTTIONS
e, 1531, For purposes of thistitle:

«(1) The_ term ‘State’ includes the District of Columbia ard the

realth of Puerto Rico. . .
c‘zr(xf‘zn)o’xll"}‘xﬁem ‘Governor’ means the chief executive officer of a State

or his designee.
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%(3) The term ‘provider of health care’ means an individual—

“(A) who is a direct provider of health care (including a phy-
sician, dentist, nurse, podiatrist, or physici istant) in that
the individual’s primary current activity is the provision of health
care to individuals or the administration of facilities or institu-
tions (including hospitals, long-term care facilities, outpatient
facilities, and health maintenance organizations) in which such
care is provided and, when required by State law, the individual
has received professional fraining in the provision of such eare or
in such administration and is licensed or certified for such pro-
vision or administration; or

“(B) who ix an indirect provider of health care in that the
individual—

“(1) holds a fiduciary position with, or has a fiduciary
interest in, any entity deseribed in subelause (IT) or (IV) of
clause (ii);

#(i1) receives (either directly or through his spouse) more
than one-tenth of his gross annual income from any one or
combination of the following:

“(T) Fees or other compensation for research into or
instruction in the provision of health care.

“(I1) Entities engaged in the provision of health care
or in such research or instruction.

“(ITT) Producing or supplying drugs or other arvtieles
for individunls or entities for use in the provision of or
in research into or instruction in the provision of lhealth
care.

“(TV) Entities engaged in producing drugs or such
other articles. ) )

i) is 2 member of the immediate family of an individual
described in subparagraph (A) or in elause (i), (ii), or (iv)
of subparagraph (Bj ; or ‘

, “{iy) is engaged in issuing any poliey or contract of
individual or group health insurance or hospital or medical
service benefits.

“(4) the term ‘health resonrces’ ineludes health serviees, health
professions personnel, and health facilitics, except that sueh term does
not include Christian Science sanatorinms operated. or listed and cer-
tified, by the First Church of Christ, Scientist, Boston, Massachusetts.
_“(5) The term ‘nstitutional health services' means the health serv-
ices provided through heulth care facilities and health maintenance
organizations (as such facilities and organizations are defined in
regulations prescribed under veetion 1122 of the Social Security Act)
and includes the entities through which such services are provided.

G O BRI S - -
PROCEDURES AND CRITERIA FOR REVIEWS OF PRUPORED TIEALTH
SYSTEM CHANUGES

“Sre. 1532, (a) In conducting reviews pursnant to subsections (e)
(£), and (g) of section 1513 or in conducting any other reviews of px‘o—)
posed or existing health services, each health systems agency shall
(except to the extent approved by the Secretary} follow Y)mc‘(‘dures
and apply eriteria, developed and published by ‘the agency in accord:
ance with regulations of the Secretary; and in performing its review
functions under section 1528, a State Agency shall (e.\'bcept to the
extent approved by the Secretary) follow procedures, and apply cri-
teria, developed and published by the State Agency in accordance with
regulations of the Secretary. Procedures and criteria for reviews by

42 USC 1320a~-1,

42 USC 300n-1.
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Requirements.

health systems ageneles 1 States Agencies may vary according to the
purpose for which a particular review is being conducted or the type
of health services heing reviewed.

*{b) Each health svstems ageney and State Ageney shall inelude
in the procedures required by subsection (a) at least the following:

“(1) Written notification to aiffected persons of the beginning
of a review,

(2} Schedules for reviews which provide that no review shall,
to the extent practicable, take longer than ninety days from the
date the notification described in paragraph (1) is made.

“(3) Provision for persons subject to a review to submit to the
agency or State Agency (in.such form and manner as the agency
or State Agency shall prescribe and publish) such information
the agency ar State Agency may require concerning the subject of
such review. '

“(1) Submission of applications (subiect to review by a health
systems agency or a Stare Agency) made under this Act or other
provisions of law for Federal financial assistance for health serv-
1ces to the health systems agency or State \geney at such time and
in such manner asit may require.

“(5) Submission of periodic reports by providers of health
services and other persons subject to agency or State Agency
review respecting the development of proposals subject to review.

“(6) Provision for written findings which state the basis for any
final decision or recommendation made by the agency or State
Agency.

“(7) Notification of providers of health services and other per-
sons subject to agency or State Ageney review of the status of the
agency or State Agency review of the health services or proposals
subject to review, findings made in the course of such review, and
other appropriate information respecting such review,

“(8) Provision for public hearings in the cowrse of ageney or
State Agency review if requested by persons direetly affected by
the review; and provision for public hearings, for good canse
shown, respecting agenev and State Ageney decisions.

“(9) Preparation and publieation of regular reports by the
agency and State Agency of the reviews being condncted (includ-
ing a statement concerning the status of each such review) and
of the reviews completed by the agency and Srate Agencv (includ-
ing a general statement of the findings and decisions made in
the course of such reviews) since the publication of the last
such report.

“(10Y Access by the general public to all applications reviewed
by the ageney and State Agency and to all other written materials
pertinent to any agency or State Agency review,

“(11) In the case of construetion projects, submission to the
agency and State Agency by the entities proposing the projects of
fetters of intent in such detail as may he necessary to inform the
agency and State Agency of the scope and nature of the projects
at the carliest possible opportunity in the course of planning of
such construction projects.

#(c) Criteria required by subsection (a) for health systems agency
and State Agency review shall include consideration of at least the
following:

“(1) The relationship of the health services being reviewed to
the applieable HSP and AIP.

“(2) The relationship of services reviewed to the long-range
development plan (if any) of the person providing or proposing
such services. i

%
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%(3) The need that the popidation served - o v =
such services has for such serviegs, o
“(4) The availability of alter atives. less cos. s
offective methods of providing such serviees. N
“(5) The relationship of services reviewed to the B
health care system of the area in which such services are provit..
- proposed fo be provided. )
“ 13(1(03 Inthe ('nio of health serviees propased to Dbe provided, the
availability of resources (ineluding health manpewer, manawe-
ment personnel. and funds for capital and operating needs) fqr
the provision of such services and the availability of alternative
uses of euch resources for the provision of other health services.
“(7Y The special needs and (~ir(~ur}15t ances of those entities which
provide a subxtantial portion of their services or resources, or both,
to individuals not residing in the health service areas in ﬂ}\‘lnch the
entitios ave located or in adjacent health service areas. Such enti-
ties may inelude wedieal and other health professions schools,
multidiseiplinary clinies, specialty centers. and such other entities
as the Seeretary may by regulation preseribe. .
“(8) The special needs and circumstances of health maintenance
organizations for which assistance may be provided under title

w

%(9) Inthe case of a construction project— .
“(A) the costs and methods of the proposed construction,
and . .
“(13) the probable impact of the construction project
reviewed on the costs of providing health services by the
person proposing such construction project.

CTECHNICAL ASSISTANCE FOR MEALTH SYSTEMS AGEXNCIES AND STATE
FIEALTIH PLANNING AND DEVELOPMENT AGENCIES

“Spe. 1533, (a) The Secretary shall provide (directly or through
grants or contracts, or both) to designated health systems agencies and
State Agencies (1) assistance in developing their ‘health plans and
approaches to planming various types of health services, (2) technieal
materials, including methodologies, policies, and standards appro-
priate for use in health planning, and (3) other technical assistance
as may be necessary in order that such agencies may properly perform
their functions. . . . .

“(b) The Seeretary shall include in the materials provided under
subsection () the following: o

“(1) (A) Specification of the minimuin data needed to deter-
mine the health status of the residents of a health service area
and the determinants of such status. )

“(B) Specification of the minimum data needed to determine
the status of the health resources and services of a health service
area.

“(C) Specification of the minimum data needed to describe the
use of health resources and services within a health serviee area.

“(9) Planning approaches, methodelogies, policies, and stand-
ards which shall be consistent with the guidelines established by
the Secrctary under section 1501 for appropriate planning and
development of health resources, snd which shall cover the
priorities listed in section 1502. .

“(3) Guidelines for the organization and operation of health
systems agencies and State Agencies including guidelines for—

“(A) the structure of a health systems agency, consistent
with section 1512(b), and of a State Agency, consistent with
section 1522;

42 ysSC 300ae.

42 USC 300n-2,

Ante, p. 2227,
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“(B) the conduct of the planning and development
processes;

“(C) the performance of health systems agency functions
in accordance with section 1513 ; and

“(D) the performance of State Ageney functions in
accordance with section 1523,

“(c) In order to facilitate the exchange of information concerning
Lealth services, health resources, and health planning and resources
development practice and methodology, the Seeretary shall establish
a national health planning information center to support the health
planning and resources development programs of health systems
agencies, State Agencies, and other entitics concerned with health
planning and resources development; to provide access to current
mformation on health planning and resources development; and to
provide information for nse in the analysis of issnes and problems
related to health planning and resources development.

“(d) The Secretary shall establish the following within one year of
the date of enactment of this title:

“(1) A uniform system for caleulating the aggregate cost of
operation and the aggregate volume of services provided by health
services institutions as defined by the Sceretary in regulations.
Such system shall provide for the caleulation of the aggregate
volume to he based on ¢

#*(A) The number of patient days;

“(B) The number of patient admissions;

“(C) The number of out-patient visits; and

“(D) Other relevant factors as determined by the
Secretary.

“(2) A uniform system for cost accounting and caleulating
the volume of services provided by health services institntions.
Such system shall:

¥(A) Include the establishment of specific cost centers
and, where appropriate, subcost centers,

“(B) Include the designation of an appropriate volume
factor for cach cost center.

#¥(() Provide for an appropriate applieation of such sys-
tem in the different types of institutions (inclnding hospitals,
nursing homes. and other types of health services institu-
tions), and different sizes of such types of institutions.

“(3) A uniform system for caleulating rates to be charged to
health insurers and other health institutions payors by health
service institutions. Such system shall:

“(A) Be based on an all-inclusive rate for various cate-
gories of patients (including, but not limited to individuals
receiving medieal. surgieal, pediatrie, obstetrie, and psychi-
atric institntional health services).

“(B) Provide that such rates reflect the true cost of pro-
viding services to each such eategory of patients. The system
shall provide that revenues derived from patients in one cate-
gory shall not be used to support the provision of services to
patients i any other category.

“(C) Provide for an appropriate application of such sys-
tem in the different types of institutions (including hospitals,
nursing homes. and other types of health service institutions)
and different sizes of such types of institutions.

“(D) Provide that differences in rates to varions classes
of purchasers (including health insurers, direct service pay-
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ors, and other health institution payors) be hased on justified

and documented differences in the costs of operation of hen]t%l

service institutions made pessible by the actions of such

purchasers. o

“(4) A elassification system for health services institutions.

Such classification system shall quantitatively deseribe and grs\l(]i)
health services institutions of the various types. Factors include
in such classification system shall include— .

“(A) the number of beds operated by an institution;

“(B) the geographic location of an institution; o

“(C) the operation of a postgraduate physician tramning
program by an institution ; and ) o

“(D) the complexity of services provided by an institution.

“(3) A uniform system for the reporting by health services
institutions of— ] .

“(A) the ageregate cost of operation and the aggregate
volume of services, as cz}]culuted n accordance with the sys-
tem established by the Seeretary under paragraph (1) ;

“(B) the costs and volume of services ab various cost
centers, and subcost centers, as caleulated in accordance with
the system cstablished by the Sceretary under paragraph
(2); and .

“(C) rates, by category of patient and elass of purchaser,
as ealeulated in accordance with the system established by
the Seeretary under paragraph (3). o

Such system shall provide for an approprl:Lte.a‘p}ﬂlc.atlon of such
system’in the different types of institutions (including hospitals,
nursing homes, and other types of health services institutions)
and different sizes of such institutions.

MCENTERS FOR HEALTH PLANNING

“Sre, 1534, (1) For the purposes of assisting the Secretary in carry-
ing out this title, providing such technical and consulting assistance
as health systems agencies and State Agencies may from time to time
require, conducting research, studies and analyses of health planning
and resources development, and developing ]19:1!“\ »plnnnmg,;
approaches, methodologies, policies, and standards, the Secretary s]xaf%
by grants or contracts, or both, assist public or private nonpro ~t
entities in meeting the costs of planning and developing new centers,
and operating existing and new centers, for multidiseiplinary health
planning development and assistance. To the extent practicable, the
Secretary shall provide assistance under this section so that at least
five sucl centers will be in operation by June 30, 1976. . .

“(b) (1) No grant or contract may be made under this section for
planning or developing a center unless the Secretary determines that
when it is operational it will meet the requirements listed in paragraph
(2) and no grant or contract may be made under this section for
operation of a center unless the center meets such requirements.

“(2) The requirements referred to in paragraph (1) ave as follows:

“(A) There shall be a full-time divector of the center who
possesses _a demonstrated capacity for substantial accomplish-
ment and leadership in the field of health planning and resources
development, and there shall be such additional professional
staff as mav be appropriate. o

“(BY The staff of the center shall represent a diversity of
velevant disciplines.

Classification
system.

Reporting
system.

42 USC 300n=3.
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“(C), Such additional requirements as the Secrctary may by

_ regulation preseribe.

“(e) Centers assistedd under this section (1) may enter into arrange-
ments with health systems agencies and State Agencies for the
vision of such services as may be appropriate and necessary in
assisting the agencies and State Agencies in performing their fine-
tions nnder section 1513 or 1 respectively, and (2) shall use
methods (satisfuctory to the Secretary) to disseminate to such agencies
and State Agencies such planning approaches, methodoligies, policies
and standards as they develop.

“(d) For the purpose of making payments pursuant to grants and
contracts under subsection (a) there ave authorized to be appropriated
$5,000,000 for the fiscal yeur ending June 30, 1975, $8,000,000 for the
fiscal year ending June 30, 1976, and 510,000,000 for the fiscal year
ending June 30, 1977.

“REVIEW BY THE SECRETARY

“Sec. 1535. (a) The Secretavy shall review and approve or disap-
prove the annual budget of cach designated health systems agency
and State Agency. In making such review and approval or disapproval
the Seeretary shall consider the comments of Statewide ealth
Coordinating Councils submitted under section 1524 (¢) (3). Informa-
ton submitted to the Secretary by a health systems agency or a State
Ageney in connection with the Secretary’s review under this subseetion
shall be made available by the Secretavy, upon reguest, to the
appropriate commitices {and their subcommittees) of the Congress.

*(b) The Sceretary shall preseribe performance standards covering
the structure, operation, and performance of the functions of each
desigmated health svstems agency and State Agency, and he shail
establish a reporting system based on the performance standards
that allows for continuous review of the structure, operation, and
performance of the funictions of such agencices.

“(c) The Seeretary shall review in detail at least every three years
the structure. operution, and performance of the functions of each
designated health sysiems ageney 1o defermine—

“(1) the adequacy of the TISP of the ageney for meeting the
needs of the residents of the area for a healthful environment
and for accessible, aceeptuble and continnous quality health care
at reasonable costs, and the effectiveness of the AIP in achieving
the system deseribed in the TTSe;

“(2} if the structure, operation, and performance of the func-
tions of the agency meet the requirements of sections 1512(b)
and 1513

“(3) thie extent to which the agency’s governing body (and
executive committee (if any)) represents the residents of the
health serviee area for which the ageney is designated;

“(4) the professional eredentials and competence of the staff
of the ageney;

#(5) the appropriatencss of the data assembled pursnant to
section 1513(b) (1) and the quality of the analyses of such data;

“(6) the extent to which technieal and financial assistance from
the ageney have been utilized in an effective manner to achicve
goals and objectives of the FISP and the ATP; and

“(7) the extent to which it may be demonstrated that—

¥(A) the henalth of the residents in the agency’s health
service areq hag been improved; .

“({B) the accessibility, acceptability, continuity, and qual-
ity of health care in such area has been improved; and
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4(C) increases in costs of the provision of health care
have been restrained. .

“(d) The Secrerary shall review in detail at least every three years
the structure, operation, and performance of the functions of each
designated State Ageney to determine— . )

“(1) the adequacy of the State health plan of the Statewide
TTealth Coordinating Conneil prepared under section 1524(c) (fz)
in meeting the necds of the residents of the State for a healthtul
environment and for accessible, acceptable, and continuous qual-
ity health care at reasonable costs;

«(2) if the strueture, operation, and performance of the func-
tious of the State Agency meet the requirements of sections 1522
and 1523;

“(3) the extent to which the Statewide ITealth Coordinating
Council has a membership nwceting, and has performed in a
manner consistent with, the requirements of section 1i2t;

“(4) the professional credentiuls and competence of the staff
of the State Agency;

%(3) the extent to which financial assistance provided under
title NVI by the State Agency has been used in an effective man-
ner to achicye the State’s health plan under section 1524(c) (2) 5
and

“(6) the extent to which it may be demonstrated that—

“(A) the health of the residents of the State has been

improved; . . .

“(B) the accessibility, acceptability, continuity, and quality
of health care in the State has been improved; and

“(() increases in costs of the provision of health care have
been restrained.

“gPRCIAL PROVISIONS FOR CERTAIN STATES AND TERRITORIES

“Sre. 1536. (a) Any State which—
“(1) has no county or municipal public health institntion or
department, and .
%(2) has, prior o the date of enactment of this title, main-
tained a healih planning system which substantially complies
with the purposes of this title, .
and the Virgin Islands, Guam, the Trust Territories in the Pacific
Islands, and American Samoa shall each be considered in accordance
with subsection (b) to be a State for purposes of thistitle.
“(b) In the case of an entity which under subsection (a) is to be
considered a State for purposes of this title—
“(1) no health service area shall be established within it,
“(9) no health systems agency shall be designated for it,
“(8) the State Agency designated for it under section 1521
may, in addition to the functions preseribed by seetion 1523, per-
form the functions preseribed by section 1513 and shall be eligible
to reccive grants authorized by sections 1516 and 1640, and
“{4) the chicf executive office shall appoint the Statewide
Health Coordinating Council prescribed by section 1524 in accord-
anee with the regnlation of the Secretary.”

REVISION OF YIEALTH RESOURCES DEVELOPMENT PROGRAMS UNDER THE
PUBLIC JIEALTH SERVICE ACT

Skc. 4. The Public Health Service Act, as amended by section 3,
is amended by adding after title X'V the following new title:

42 USC 300n-5.

Ante,

p. 2227,
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“TITLE XVI-HEALTH RESOURCES DEVELOPMENT
“Parr A—~DPunreosE, Stare Prax, axp Prosecr Arprovar
“PURPOSE

B M
SEC. 16 § g is ti
s :'fh 1:]?3%:;{&12 Eii?1£)111poste }(;f tluls ]m]e to provide assistance,
ug et der par and loans and loa
1 ents lox an guarantees
and interest subsidies under part C, for projects for— g
“(1) modernization of medical facilities;
“ (%) construction of naw outpatient medical facilities;
\vhi(‘l)}?O¥]btl‘]crl(’}11 of new inpatient medieal facilitics in areas
3 ‘c; ave experienced (as determined under regulations of the
e‘(zr('(;;uy) recent rapid population growth ; and °
conversion of existing medical faciliti y isi
. of nw ol oo IS acilities for the provision
?ir(lm tg plrondle assistance, through grants under part D, for construe
and modernization projects desig ) iminato
: ned to prevent or el
safety hazards in medical faciliti 5 avoid no hoo by ameh
4 edical facilities or to avoi i
afety hazards i d noncomplianc :
facilities with licensure or acereditation standards. phianco by such

“GENERAL, REGULATIONS

“a o .
SEC‘.‘ (1%)2 The @lccx-elmry shall by regulation—
prescribe the general manner in whic
of c%ach State shall defermine fo‘r the S('lat‘e’l:]celtlligﬁ fsltc'ﬁ?tf(}sg ?lfi
‘flonx- ei:hsii(l:flg?silq?og the prioy%t){ 1among projects within the 'ta(te
; ssistance 1s available under this title, based
relative need of different ares ithi ’ o e
ve rie : 2us within the State fo :h proj
and gl\g};\;\g )speclal consideration— r och projects
F(A) to projects for medic iliti i
with rel‘xtivgl ls fll p ] ,ﬁlr facilities serving areas
it rel ly small financial resources and for medical
aci ities serving rural communities,
f-\cigi]t?i)wmt (i):h? gz}setoff 1)1'(;]0&3 for modernization of medical
2 3, rojects for facilities servi :
B , 10 proj acilities serving densely populated
& 1 1
mod(GCr)] lizx t.'h_e».cuse of projects for construction of outpatier -
me feal -.:Luhtl(-s, to projects that will be Tocated in, and pro-
/ t[efmwges for residents of, areas determined by the See-
Ie‘zl(l Iy) )tot be rural or urban poverty areas,
o projeets dusigned to (i) eliming prevent immi
ate or prevent immi-
Eﬁl{\]t;afety hazards as defined by Federal, State, or local fire
no;u(: (::]rlﬁ;]i(:)zln llfe.tsiﬁgtyt codes )ox- regulations, or (ii) avoid
! ce with State or voluntary licensure or aceredits
tu?( standards, and o e or accredia-
E) to projects for i iliti j
( t v medical facilities which, : i
commt i aigets for x -‘l""v ¢ Jities which, alone or in
conpunction s sther facllities, will provide comprehensive
wealth eare, including outpatient and preventive care as well
s hospitalization; )
i OBDILALIZRLC e e .
tit]e(:v)ex{gf?lcéltze {01 ?ler%mal facilities projects assisted under this
general standards of construction, modernizati i
e s of ¢ e zation, and cquip-
ment for medical facilities of diflerent classes and in diﬂ%m]lit
tyges of location;
ity !()zc)ispx‘eflcubed cr i}l:trm gor determining needs for medical facil-
and needs for medical facilities, and fi it
ind need acilities, and for developing plans
foz t}ze distribution of such beds and facilitics; pnep
: <t 4) prescribe criteria for determining the extent to which
existing medical facilities are in need of modernization;
t
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“(5) require cach State medical facilities plan under seetion
1503 to provide for adequate medical facilities for all pe
1 adequate facilities to furnish needed
health services for persons unable to pay therefor; and
wora] manner in which cach entity which

vesiding in the State ay

“(6) preseribe the gex

receives Hnancial assistance
cial assistanee under this title or t1

ply with the assurances required to be made at the time
assistance was received and the means by which such entity
be required to demonstrate compliance with such assurances.

juirements preseribed pursuant to para-

An entity subject to the rec
graph () respecting compli

entity’s compliance with such assurances.

the requirement of the prece

HSTATE ME

sspe, 1603, (a) Before an application for assistance under thi
a medical facility project described in Post, p.

title (other than part D) for
ate Agency of the State in which

seetion 1601 may be approved, the St

such project is located must

rsons

under this title or has received finan-
tle VI shall be required to com- 42 USC 291,

such
shall

ance with assurances made in connection
with receipt of financial assistance shall submit periodically to the
Secretary data and information which reasonably supports the

ding sentence.

EDICAL FACILITIES PLAN

The Secretary may not waive

have submitted to the Secretary and had

approved by him a State medical facilities plan. To be app

by the Seeretary a State medi

roved

al facilities plan for a State must—

“(1) preseribe that the State Agency of the State shall admin-
ister or supervise the adniinistration of the plan and contau

dence satisfactory to the Sccretary that the St
authority to carey out the plan in conformity
“(2) preseribe that the Statewide Health Coordinating

n evi-

ate Agency has the
with this title;
Council

of the State shall advise and consult with the State Ageney in

careying out the plen;
“(3) beapproved by

cil as consistent with the State he

section 1524 (¢) (2) 5
“(4) set forth, n ace

lations preseribed under section 1602 (

statewide inventory of

need, and the plans of health systems agencies w

“(A) the numbe

to people residing in the State, and a plan for t

the St

ordance with criteria established in

atewide Iealth Coordinating Coun-
alth plan developed pursuant to

regu-

a) and on the basis of a

existing medical facilitics, a survey of

ithin the State—

r and type of medical facility beds and
medical facilities needed to provide adequate inpatient care

1e distribution

of such beds and facilities in health services areas throughout

the State,

“(B) the number and type of outpatient and other m
facilitios needed to provide adequate public health services
and outpatient care to people residing in the State,
plan for the distribution of such facilities in health service

areas thronghout tl
() the extent

1o State, and
to which existing medical facilities

edical

and &

in the

State are in need of modernization or conversion to new uses;

“(5) set forth a program for the

title for projects deseri

indicate the type of assist
to each project and shall conform t

forth pursuant to paw:
under section 1602(a) ;

State for assistance under this

bed in section 1601, which program shall

wgraph (4) and regulations promu

ance which should be made available
o the assessment of need set

lgated

S 42 USC 3000-2.

2268,



sgfr; e Fube Law 93-641

- 36 - January 4, 1975

42 USC 3000-3.

Application
requirements.,

“(6) sct forth (in accordance with regulations promulgated
under section 1602(a)) priorities for the provision of assistance
under this title for projects in the program set forth pursuant to
paragraph (4);

C4(7) provide minimum requirements (to be fixed in the discre-
tion of the State Agency) for the maintenance and operation of
facilities which receive assistance under this title, and provide for
enforcement of such standards;

“(8) provide for affording to every applicant for assistance
for a medical facilities project under this title an opportunity
for a hearing before the State Agency s and }

“(9) provide that the State Agency will from time to time, but
not less often than annnally, review the plan and submit to the
Secretary any modifications thereof which it considers necessary.

“(b) The Secretary shall approve any State medical facilities plan
and any modification thereof which complies with the provisions of
subsection (a) if the State Agency, us determined under the review
made under section 1535(d), is organized and operated in the manner
prescribed by section 1522 and is carrying out its functions under sec-
tion 1523 in a manuer satisfactory to the Secretary. If any such plan
or modification thereof shall have been disapproved by the Secretary
for failure to comply with subsection (a), the Secretary shall, upon
request of the State Agency, afford it an opportunity for hearing.

“APPROVAL OF PROJECTS

“Src. 1604, (a) For each project described in section 1601 and
included within a State’s State medical facilities plan approved
under section 1603 there shall be submitted to the Sceretary, through
the State’s State Agency, an application. An application for a grant
under section 1625 shall be submntted direetly to the Secretary. Except
as provided in section 1623, the applicant ander such an application
may be a State, a political subdivision of a State or any other public
entity, or a private nonprofit entity. If two or more entities join in a
project, an application for such project may be filed by any of such
entities or by all of them,

“(b) (1) Except as authorized under paragraph (2), an application
for any project shall set forth—

“(A) in the case of a modernization project for a medical
facility for continuation of existing health services, a finding
by the State Agency of a continued need for such services, and,
in the case of any other project for a medical facility, a finding by
the State Agency of the need for the new health services to be
provided through the medical facility upon completion of the

roject ;

“(B) adeseription of the site of such project;

“(C) plans and specifications therefor which meet the require-
ments of the regulations prescribed under section 1602 (a);

“(D) reasonable assurance that title to such site is or will be
vested in one or more of the entities filing the application or in a
public or other nonprofit entity which is to operate the facility
on completion of the project;

“(I) reasonable asswrance that adequate financial support will
be available for the completion of the project and for its mainte-
nance and operation when completed, and, for the purpose of
determining if the requirements of this mﬂ:p:xl'agrnlﬁx are met,
Federal assistance provided directly to a medical facility which is
located in an area determined by the Secretary to be an urban or
rural poverty arca or through benefits provided individuals
served at such facility shall be considered as financial support;
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“(I") the type of assistance being songht under this title for the

blg](oi(}lt)’excopt in the case of a project under section 1(;;%;): a c((;l‘:lcfti-
cation by the State Agency of the Federal share torlt he P-ll ] ot
“(1) “reasonable assurance that all laborers anc mec an 2
employed by contractors or subcontractors In the 1)]e‘1:f05111“?1118?()59
work on a project will be paid wages at rates not L?Sl)id 1 those
prevailing ‘on similar construction in the locality as (; (ellln? e
by the Secretary of Labor in accordance with the Ad}o A Al{ ts’
1031 (40 C.8.0. 276a-—276a-5, known as the Davis-I ‘1001; Al(i) :
and the Seeretary of Labor shall have with respect to sucl lt 0
gtandards the authority and functions svt_f.orgh m\lxemgmumd _101)1
Plan Numbered 14 of 1950 (15 F.R. 31763 5 U;S:)g. A?pen ix
and section 2 of the Act of June 13, 1954 (40 U.S8.C. _1(‘)‘(‘,) i Jerniza-
“(T) in the cast of a project for the construction or mo(] ernzi,at-
tion of an outputient facility, reasonable agsurance that t}% su'T.11
jces of a general hospit:xl} will b\e :wmlah{e to patients at suc
o cility who ave in need of hospital carve s and . .
fd&l%}t}y reasonable assurance lt.h'z\t at all times a}tv%' sieh apphgi:
tion is approved (i) the facility or portion tnel(got t'-o'l-lbli n
structed, or modernized, or cm}\:ertvd will be ma be' a? Mf: ble 16
all persons residing or employed 1n the area sery Ed'l')l t 1 du‘tligx;
and (it) there will be made available in the vfa_cx 11ty Ol‘?o;a'b]e
thereof to be constructed, modernized, or converted a rde.lTo a
volume of serviees to persons unable to pay therefor and the tS'ec:
retary, in determining the reasonableness of the volume cl>f slcr\ ices
provided, shall take into consideration the extent to which com-
pliance is feasible froma finaneial viewpoint.
2) (A) The Seeretary may walve— X
(2)‘£€})) T}:]e requirements of subparagraph (C) of 1{;11’;\%r:151\ (1)‘
for compliance with 1119\101';1(1z:;t}my(q)x;d eqiupmont standards pre
qbed pursuant to section 1602(a) (=), am ) )
Sm“ll()ili‘; lthe requirement of f:llb])z\r:\;rmph (D) of paragraph (1)
respecting title to a project site,
in the case of an application for a project

described in subparagraph

} ' H Ju @ )} O J—
“)(I’)) A project’ relerred to i subparagraph (\\) 1s a project -
“(i) for the modernization of an outpatient medical facility
which will provide general purpose Lealth services, which s x'loé.
part of a hospital. and which will serve a medically u‘ndelaenlel
population as defined in section 1633 or as designated by a health
systems ageney, and . ] o
}“(ii) for which the applicant seeks (X) not ﬂlnolevt‘h:\n $20.000
from the allotnents made under part B to the State in whm}x it 1§
loeated, or {11) a loan under part C the principal amount o
which does not exveed $20,000. L ]
“(c) The Sceretary shall approve an application submitted under

subsection (b) (other than an application for a grant under section
05} if—
1629) :‘f(l) in the ease of a project to be assisted from an allotment
made under part B, there are sufficient funds in such allotment to
ay the Federal share of the project; and
%(2) the Secretary finds that— . . s
“(A) the application (i) is in conformity with the State
medical facilities plan approved under section 1603, (ii) has
been approved and recommended by the State Agency, (iii)
is for a project which is entitled to priority over other proj-

40 USC 276a
note,

Waiver.

Post, p. 2262.
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ects within the State as determined in accordance with the
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approved State medical facilities plan, and (iv) contains
the assurances requived by subsection (h); and

“(B) the plans and specifieations for the project meet the
requirements of the regulations prescribed pursuant to see-
tion 1602(a}.

“(d) No application (other than an application for a grant under
section 1623) shall be disapproved until the Secretary has afforded
the State Agency an opportunity for 2 hearing.

“{e) Amendment of any approved application shall be subject to
ap‘proval in the same manner as an original application.

(1) Each application shall be reviewed by lLicalth systems agencies
in accordance with section 1513(e).

“PaRT B~—ALLOTMENTS
SALLCOTMENTS

“Skc. 1610. (a) For each fiseal year, the Secretary shall, in accord-
ance with regulations, make from sums appropriated for such fiscal
year under section 1513 allotments among the States on the basis of
the population, the financial need, and need for medical facilities
projects described in section 1601 of the respective States. The popu-
lation of the States shall be determined on the basis of the latest
figures certified by the Secretary of Commerce.

“(b) (1) The allotment to any State (other than Guam, American
Samoa, the Virgin Islands, or the Trust Territory of the Pacific
Islands) for any fiscal year shall be not less than £1,600,000; and the
allotment to Guam, American Samoa, the Virgin Islands, and the
Trust Territory of the Pacifie Islands for any fiscal year shall be not
less than $300,000 cach.

“(2) Notwithstanding paragraph (1), if the amount appropriated
under section 1613 for any fiseal year is less than the amount reguived
to provide allotments in accordance with paragraph (1), the amount
of the allotment to any State for such fiscal year shall be an amonnt
which bears the samne ratio to the amount preseribed for such State
by paragraph (1) as the amount appropriated for such fiscal year
bears to the amount of appropriations needed to make allotments
to all the States in accordance with paragraph (1).

“(c) Any amount allotted to a State for a fiscal year under subsec-
tion (a} and remaining unobligated at the end of such year shall
remain available to such State, for the purpose for which made, for
the next two fiscal years (and for such years only), in addition to the
amounts allotted to such State for such purposes for such next two
fiscal years; except that any such amonnt which is unobligated at
the end of the first of such next two years and which the Secretary
determines will remain unobligated at the close of the second of such
next two years may be reallotted by the Secretary, to be available for
the purposes for which made until the close of the second of such
next two years, to other States which have need therefor, on such basis
as the Secretary deems equitable and consistent with the purposes of
this title. Any amount so reallotted to a State shall be in addition to
the amounts allotted and available to the State for the same period.

“PAYMENTS FROM ALLOTMENTS

“Sec. 1611. (a) If with respect to any medical facility project
approved under section 1604 the State Agency certifies gxpon the
basis of inslpection by it) to the Secretary that, in accordance with
approved plans and specifications, work has been performed upon
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he project or purchases have been made forit and that paynient from
ihe gpﬁ)licnl)]els)\l]onm-ut‘of the State in which the p1‘~03gclt lls’localtﬁge (1:
due for the projec?7 the Socl{;ett:n{ly Sl%?llf’ except as provided 1 su

i nake such payment to the State.

“"f(f})))"r’he Sem-ot,n%y'is‘ ;ugth(;x'jzfc:%lto not n_mkenpszgl'nrncetxsx’ts to a State

s ubseetion (i) in the following eivcumstances: .

st l‘l‘lzlti) :S[fllsuch Ht:x((o.)is not :1'11_thm'ize?1 by law to make payments
for an approved medical facility project from the pn}_'m(‘}nt t? tc
made by the Seeretary pursuant to subsection (a),orif tlle g ate

50 requests, the Secretary shall make the payment from the State
allotinent direetly to the applicant for such project. .

#(2) If the Secretary, after investigation ot otherwise, _]?:13
reasan to believe that any act (or failuve to act) has oceurre
requiring action pursuant to section 1612, paynient by the Secu:i
tary may, after he has given the State Agency qoh]celdm}
opportunity for hearing pursuant to such section, be withheld, 1;1
whole or in part, pending corrective action or action based on such
hearing. . o

In no event may the total of payments made under subsection (a) wi h
respect to any project exceed an amount equal to the Federal share
of such project. e

“(c) In case an amendment to an approved application is appr ?""o;d
as provided in section 1604 or the estimated cost of a project 1s vev h:i
upward, any additional payment with respect thereto may be nlu.t le
from the applicable allotment of the State for the fiscal year in which
such amendmm%t orlrevismn is approved.

“ In any fiscal year—

(d)“I(l) 13()#, mm% than 20 per centum of the amount of o State’s
allotment available for obligation in that fiscal year may be obli-
gated for projects iu the State for construction of new facilities
for the provision of inpatient health care to persons residing in
arcas of the State which have experienced recent rapid population
growth; and
,,1“(2) 'not less than 25 per centum of the amount of a State’s
allotment available for obligation in that fiscal year shall be obli-
gated for projects for outpatient facilities which will serve
medically underserved populations.

In the administration of this part, the Secretary shall seek to assure
that in each fiscal vear at least one half of the amount obligated for
projects pursuant ‘to paragraph (2) shall be obligated for projects
which will serve rural medically underserved populations.

$WITHIIOLDING OF PAYMENTS AND OTHER COMPLIANCE ACTIONS

4Ske. 1612. (n) Whenever the Secretary, after reasonable notice and
opportunity for hearing to the State Agency concerned finds— .
“(1y that the State Agency 1snot complying substantially with
the provisions required by seetion 1603 to be included in its State
medical facilities plan, . . . o
#(2Y that any assurance required to be given in an application
filed under seetion 1604 is not being or cannot be carried out, or
“(3) that therc is a substantial failure to carry out plans and
specifications approved by the Secretary under section 1604,
the Secretary shall take the acfion anthorized by subsection (b) unless,
in the case of compliance with assurances, the Secretary requires com-
pliance by other means authorized by law. .
“(b) (1) Upon & finding described in subsection (a) and after notice
to the State Agency concerned, the Secretary may—
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to which the finding was made further payments from the State’s
allotment under section 1610, or
¥(B) withhold from the specific projects with respect to which
the finding was made further payments from the applicable State
allotment under section 1610,
#(2) Payments may be withheld, in whele or in part, under para-
graph (1)—
“{A) until the basis for the finding upon which the withholding
was made no longer exists, or
“(B) if corrective action to make such finding inapplicable
cannot be made, until the State concerned repays or arranges for

the repayment of Federal funds paid under this part for projects .

which because of the finding are not entitled to such funds.

“(c) The Sccrctary shall investigate and ascertain, on a periodic
basis, with respect to each entity which Is receiving financial assistance
under this title or which has received financial assistance under title
VI or this title, the extent of compliance by such entity with the
assurances required to be made at the time such assistance was received.
If the Secretary finds that such an entity has failed to comply with
any such assurance, the Sccretary shall take the action authorized by
subsection (b) or take any other action autharized by law (ineluding
an action for specific performance bronght by the Attorncy General
upon request of the Secretary) which will effect compliance by the
entity with such assurances. An appropriate action to effectnate com-
pliance with any such assurance may be brought by a person other
than the Secretary only if a coinplaint has been filed by such person
with the Secretary and the Secretary has dismissed snch complaint
or the Attorney General has not brought a eivil action for ('ompxliance
with such assurance within 6 months after the date on which the
complaint was filed with the Secretary.

“AUTHORIZATION OF APPROPRIATIONS

“Sec. 1613. Except as provided in section 1625(d), there are author-
ized to be appropriated for allotments under section 1510 $125,000,000
for the fiscal year ending June 30, 1975, $130,000,000 for the fiscal year
ending June 30, 1976, and $135,000,000 for the fiscal year ending
June 30, 1977.

¥Parr C—Loaxs anp Loax Guanaxties

“AUTHORITY FOR LOANS AND LOAN GUARANTEES

“Sec. 1620. (a) The Secretary, during the period beginning July 1,
1974, and ending June 20, 1977, may, in accordance with this part,
make loans from the fund established under section 1622(d) to pay
the Federal share of projects approved under section 1604,

“{b) (1) The Secretary, during the period beginning July 1, 1974,
and ending June 30, 1977, may, in accordance with this part, guarantee
to—

“(i) non-Federal lenders for their Joans to nonprofit private
entities for medical facilities projects, and
#(ii) the Wederal Financing Bank for its loans to nonprofit
private entities for such projects,
payment of principal ahd interest on such loans if applications for
assistance for such projects under this title have been approved under
section 1604,

January 4, 1975 .

“(A) withhold from all projects within the State with respect -
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“(2) In the case of a guarantee of any loan to a nonprofit private
entity under this title, the Seeretary shall pay, to the holder of such
loan and for and on behalf of the project for which the loan was
made amounts sufficient to reduce by 3 per centum per annum the net
effective interest rate othierwise payable on such loan. Each holder of
such a loan which is guaranteced under this title shall have a con-
tractual right to rveceive from the United States interest payments
required by the preceding sentence. .

“(c) The cumulative total of the principal of the loans outstanding
at any time with vespect to which guarantees have been issued, or
which have been directly made, may not exceed such limitations as
may be specified in appropriation Acts. .

“(1) The Secretary, with the consent of the Secretary of Housing
and Urban Development, shall obtain from the Department of Hous-
ing and Urban Developient such assistance with vespeet to the
administration of this part as will promote efficiency and economy
thereof.

“ALLOCATION AMONG THE STATES

“Sgc. 1621. (a) For each fiscal year, the total amount of principal
“(1% loans to nonprofit private entities which may be guar-
anteed, or
“(2) loans which may be directly made,
under this part shall be allotted by the Secretary among the States,
in accordance with regulations. on the basis of the population, finan-
cial need, and need for medical facilities projects described in section
1601 of the respective States. The population of the States shall be
determined on the basis of the latest figures certified by the Secretary
of Commeree.

“(b) Any amount allotted to a State for a fiseal vear under
subsection (a) and remaining unobligated at the end of such yvear shall
remain available to such State, for the purpose for which made,
for the next two fiscal years (and for such years only), in addition
to the amounts allotted to such State for such purposes for such
next two fiscal years; except that any such amount which is unob-
ligated at the end of the first of such next two years and which
the Secretary determines will remain unobligated at the close of the
second of such next two years may be reallotted by the Secretary,
to be available for the purpeses for which made until the close of the
second of such next two years, to other States which have need there-
for, on snch basis as the Secretary deems equitable and consistent
with the purposes of this title. Any amount so reallotted to a State
shall be in addition to the amounts allotted and available to the State
for the same period.

“GENERAL PROVISIONS RELATING TO LOAN GUARANTEES AND LOANS

“Src. 1622. (a) (1) The Seccretary may not approve 2 loan guar-
antee for a project under this part unless he determines that (A) the
terms, conditions, security (if any), and schedule and amount of
repayments with respect to the loan are sufficient to protect the finan-
cial interests of the United States and are otherwise reasonable, includ-
ing a determination that the rate of interest does not exceed such per
centum per annum on the principal ot “igation outstanding as the
Secretary determines to L. reasonable, taking into account the range
of interest rates prevailing in the private market for similar loans
and the risks assumed by the United States, and (B) the loan would
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not be available on reasonable terms and conditions without the
guarantee under this part.

“(2) (A) The United States shall be entitled to recover from the
applicant for a loan guarantee under this part the amount of any
payment made pursuant to such guarantee, unless the Seevetary for
good cause waives such right of recovery; and, upon making any such
payment, the United States shall be subrogated to all of the rights of
the recipient of the payments with respect to which the gnarantee was
made.

“(B) To the extent permitted by snbparagraph (C), any terms and
conditions applicable to a loan guarantee under this part (including
terms and conditions imposed under subparagrapl (1)) may be modi-
fied by the Sceretary to the extent he determines it to be consistent
with the financial interest of the United States.

“(C) Any loan guarantce made by the Seeretary under this part
shall be incontestable {1} in the hands of an applicant on whose behalf
such guarantee is made unless the applicant engaged in fraud or mis-
representation in sceuring such guarantee, and (ii) as to any person
{or his successor in interest) who makes or contracts to make a loan
to such applicant in reliance thereon unless such person (or his sue-
cessor in interest) engaged in fraud or misrepresentation in making
or contracting to make such loan. i

“(D) Guarantees of loaus under this part shall be subject to such
further terms and conditions as the Secretary determines to be neced-
sary to assure that the purposes of this title will be achicved.

“(b) (1) The Secretury may not approve a loan under this part
unless—

“(A) the Secretary is reasonably satisfied that the applicant
under the project for which the loan would be made will be able
to make payments of principal and interest thercon when due, and

“(1) the applicant provides the Secreiary with reasonable
assurances that there will be available to it such additional funds
us may be necessary to complete the project or wndertaking with
respect to which such Joan is requested.

“(2) Any loan made under this part shall (A) have such securitw
(B) have such maturity date, (C) be repayable in such installments,
(D) bear interest at a rate comparable to the current rate of interest
prevailing, on the date the loan 1s made, with respeet to louns guaran-
teed under this part, minu. 3 per centum per annum, and (E) be
subject to such other terms and conditions (including provisions for
recovery in case of default), as the Secretary determines to be neces-
sary to carry owt the purposes of this title while adequately protecting
the finanelal interests of the United States.

#(3) The Secretary may, for good eause but with dune regard to the
financial interests of the United States, waive any right of recovery
whieh he has by reasons of the failure of a borrower to make payments
of principal of and interest on a loan made under this part, exeept
that if such loan is sold and guaranteed, any such waiver shall have
no effect upon the Seeretary’s gnarantee of timely payment of principal
and interest.

“(c} (1) The Secretary shall from time to time, but with dne regard
to the financial interests of the United States, sell loans made under
this part either on the private market or to the Federal National
Mortgage Association in aceordance with section 302 of the Federal
National Mortgage Association Charter Act or to the Federal Financ-
ing Bank.

“(9) Any loan so sold shall be sold for an amount which is equal
(or approximately equal) to the amount of the unpaid principal of
such oans as of time of sale.

[
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“(3)(A) The Scerctary is authorized to enter into an agreement
with the purchaser of any loan sold under this part under which the
Secretary agrees— .

“(i) to guarantee to such purchaser (and any successor In
intercst to sueh purchaser) payments of the prineipal and interest
payable under such loan, and .

“(ii) to pay as an interest subsidy to such purchaser (and any
successor in interest of such purchaser) amounts which, when
added to the amount of intercst payable on such loan, are equiv-
alent to a reasonable rate of interest on such loan as determined
by the Seeretary after taking into account the range of prevailing
interest rates in the private market on similar loans and the
risks assumed by the United States.

“(B) Any agrecment under subpavagraph () -

“(i) may provide that the Seerctary shall act as agent of any
such purcliaser, for the purpose of collecting from the entity to
which such loan was made and paying over to such purchaser
any payments of principal and interest payable by such entity
under such loan;

“(ii) may provide for the repurchase by the Secretary of any
such 1oan on such terms and conditions as may be specified in the
agrecment

“(iii) shall provide that, in the event of any default by the
entity to which such loan was made in payment of prineipal or
interest due on such loan. the Seeretary shall, upon notification to
the purchaser (or to the suceessor in interest of such purchaser),
have the option to close out such loan (and any obligations of the
Secretary with respect thereto) by paying to the purchaser (or
his sticcossor in interest). the total amount of outstanding princi-
pal and interest due thereon at the time of such notification;
and

“(iv) shall provide that, in the event sneh loan is closed out as

wrovided in elause (ii1), or in the event of any other Joss incurred

v the Secretary by reason of the failure of such entity to make
payments of principal or interest on such loan, the Sceretary shall
e subrogated to all rights of such purchaser for recovery of such
loss from such entity.

“(4) Amounts received by the Seerctary as proceeds from the sale
of loans under this suusection shall be deposited in the fund established
under subsection (d).

“(d) (1) There is established in the Treasury a loan and loan guar-
antee fund (lLicreinafter in this subsection referred to as the ‘fund’)
which shall be available to the Secrefary without fiscal year limitation,
in such amounts as may be speeified from time to time in appropria-
tion Acts—

“(A) toenable him to make loans under this part.

(1) to enable him to discharge his responsibilities under loan
guarantees issued by him under this part,

“(Cy for payment of interest under section 1620(b) (2) on loans
guaranteed under this part.

(DY for repurchase of loans under subsection (¢) (3).(B), and

“(E) for payment of interest on loans which are sold and
guaranteed.

There are authorized to be appropriated from time to time such
amounts as may be necessary to provide the sums required for the
fund. There shall also be deposited in the fund amounts received by
the Secretary in connection with loans and loan guarantees under this
part and other property or assets derived by him from his operations
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respecting such loans and loan guarantees, including any money
derived from the sale of assets, ' )

“(2) If at any time the sums in the funds are insufficient to enable
the Secretary—

H¥{A) to muke payments of interest under section 1620(b) (2),

“(B) to otherwise comply with guarantees under this part of
loans to nouprofit private entities,

#(C) in the case of a loan which was made, sold, and guaran-
teed under this part, to make to the purchaser of such Joan pay-
ments of principal and interest on such loan after default by the
entity to which the loan was made, or

“(D) to repurchase loans under subsection (¢)(3)(B), and

“(I1) to make payments of interest on loans which are sold and
guaranteed,

he is authorized to issue to the Secretary of the Treasury notes or
other obligations in such forms and denominations, bearing such
maturitics, and subject to such terms and conditions, as may be pre-
scribed by the Sceretary with the approval of the Secretary of the
Treasury. Such notes or other obligations shall bear interest at a
rate determined by the Secretary of the Treasury, taking into con-
sideration the current average market yield on outstanding market-
able obligations of the U nited States of comparable maturities during
the month preceding the issuance of the notes or other obligations.
The Secretary of the Treasnry shall purchase any notes and other
obligations 1ssned under this paragraph and for that purpose he may
use as a public debt transaction the procceds from the sale of any
securities issued under the Second Liberty Bond Act, and the pur-
poses for which the securitics may be issued under that Act are
extended to include any purchase of such notes and obligations. The
Secretary of the Treasury may at any time sell any of the notes or
other obligations acquired by him under this paragraph. All redemp-
tions, purchases, and sales by the Sceretary of the Treasury of such
notes or other obligations shall be treated as a public debt transactions
of the United States. Sums borrowed under this paragraph shall be
deposited in the fund and redemption of such notes and obligations
shall be made by the Secretary from the fund.

“(e) (1) The assets, commitments, obligations, and outstanding
balances of the loan guarantee and loan fund established in the
Treasury by section 620 shall be transferred to the fund established
by subsection (d) of this section.

“(2) To provide additional capitalization for the fund established
under subsection (d) there are authorized to be appropriated to the
fund, such sums as may be necessary for the fiscal years ending
June 30, 1975, June 30, 1976, and June 30, 1977.

SPant D—Proarer GraNts
“PROJFECT GRANTS

“Sec. 1625, (a) The'Secretary may make grants for construction
or modernization projects designed to (1) eliminate or prevent immi-
nent safety hazards as defined by Federal, State, or Jocal fire, building,
or life safety codes or regulations, or (2) avoid noncompliance with
State or voluntary licensure or accreditation standards. A grant under
this subsection may only be made to a State or political subdivision of
a State, including any city, town, county, borough, hospital district
authority, or public or quasi-public corporation, for a project described
igm the preceding sentence for any medical facility owned or operated

y it :
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“(by An application for a grant under subscetion (a) may not be
approved under section 1604 unless it contains assurances satisfactory
to the Seeretary that the applicant makmng the application would not
be able to completo the project for which the application 1s submitted
without the grant applied for. .

“(c) The amount of any grant under subsection (a) may not
exceed 75 per centum of the cost of the project for which the grant is
made unless the praject is lorated in an area determined by the
Secretary to be an wrban or rural poverty area, m which case the
erant may cover up to 100 per centum of such costs. .

s(d) OFf the sums appropriated under section 1613 for a fis~al
vear, there shall be made avatlable for grants under subsection {a) for
such fliscal year 22 per centum of such sums.

“Pany E—GeNEraL ProvisioNs

HJUDICIAL REVIEW
ke, 1630, 1f— .

“(1) the Sceretary refuses to approve an application for a
project submitted under section 1604, the State Ageney through
which such application was submitted. or . .

“(2) any State is dissatisfied with, or any entity will be
adversely aflected by, the Seceretary’s action under section 1612,
such State or entity, .

may appeal to the United States court of appeals for the circuit in
which such State Agency, State, or entity is located, by filing
a petition with suel conrt within sixty davs after such action. A copy
of the petition shall be forthwith transmitted by the clerk of the conrt
to the Secretary, or any officer designated by him for that
purpose. The Seeretary therenbon shall file in the court the record
of the proceedines on which he Fased his action, as provided in section
2112 of title 28, United Stutes Code. Upon the filing of such petition,
the court shall have jurisdiction to affirm the action of the Secretary
or to ot it aside. in whale or in part, temporarily or permanently,
but until the fling of the record. the Secretary may. modify or set
aside his order. The findings of the Secretary as fo the facts, if
supporied by substantinl evidence, shall Dbe” conclusive, but the
court, for good cause shown, may remand the ease to the Secretary
to take further evidence, and the Seeretary may thereupon make new
or modified findings of fact and may modify his previous action,
and shall file in the court the record of the further proceedings. Such
new or modificd findings of fact shall likewise he conclusive
if supported by substantial evidence. The judgment of the court
aflirming or setting aside, in whole or in part, any action of the
Secretary shall be final. subject to review by the Supreme Court of
the United States upon certiovari ov certification as provided in sec-
tion 1254 of title 23, United States Code. The commencement of pro-
ceedings under chis section shall not, unless so specifieally
ordered by the Court, operate as u stay of the Secretary’s action.

“RECOVERY

“Sre. 1681, (a) If any facility constructed, modernized, or con-
verted with funds provided under this title .is, at any time
within twenty years affer the completion of such constrnetion,
modernization, or conversion with such funds—

“(1) sold or transferred to any person or entity (A) which
is not qualified to file an application under seetion 1604, or (R)
which is not approved as a transferee by the State Agency of the
State in which such facility is located, or its successor; or

Cogt limiw
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“(2) not used as a medical facility, and the Secretary has not
determined that there is good canse for terniination of such use,
the United States shall be entitled to recover from either the
transferor or the transferee in the case of a sale or transfer or from
the owner in the case of termination of use an amount bearing the
same ratio to the then value (as determined by the agreement
of the parties or by action brought in the district court of the United
States for the district in which the facility is sitnated) of so
mueh of such facility as constituted an approved project or projects,
as the amount of the Federal participation bore to the cost of the
construction, modernization, or conversion of such project or projects.
Such right of recovery shall not constitute a lien upon such facility
prior to judgment.

“(b) The Sceretary may waive the recovery rights of the United

States under subseetion (a) with respect to a facility in any State—
#(1) if (as determined under regulations preseribed by v@ho
Secretary) the amount which could be recovered under subscction
(a) with respect to sach facility is applied to the development,
expansion, or support of another medical facility located in such
State which has been approved by the Statewide Tealth Coordi-
nating Council for such State as consistent with the State health
plan established pursuant to section 1324 (c); or .

“(2) if the Sccretary determines, 1 accordance with regula-
tions. that there is good cause for waiving such requirement with
respect to such facility. ) .

1f the amount which the United States is entitled to recover under
subsection (a) exceeds 90 per centum of the total cost of the con-
struction or modernization project for a facility, a waiver inder this
subsection shall only apply with respect to an amount which is not
more than 90 per centam of such total cost. The Secretary may not
waive a right of recovery which arose one year before the date of the
enactment of this title.

YLATE CONTROL OF OPERATIONS

“Spe. 1632, Except as otherwise specifically provided, nothing in
this title shall be construed as conferring on any Federal officer or
employee the right to excrcise any supervision or control over 1_1)(?
administration, personnel, maintenance, or operation of any fn(:lhty-
with respeet to which any funds have been or may be expended under
this title.

“DEFINITIONS

“Qpe. 1633. For the purpeses of this title— .
“?I; Thc)term ‘Stalte’ %nclndos the Cmr.nnonwe_alth of Puerto Rico,
Guam, American Samoa, the Trust Territory of the Pacific Islands,
the Virgin Islands, and the District of Columbia. .
#(2) The term ‘Federal share’ means the proportion of the cost of
2 medical facilities project which the State Ageney determines the
Federal Government will provide under allotment payments or a loan
or loan guarantee under this title, except that—
“(A) in the case of a modernization project—
(1) described in section 1604 (b) (2) (B),and
“(.1) the npplicntio;l for which received a waiver under
section 1604(b) (2) (A), . . .
the proportion of the Zost of such project to be paid by the Fed-
eral Government under allotment payments or a loan may not
exceed $20,000 and may not ex'ceed 100 per centum of the first
6,000 of the cost of such project and 6625 per centum of the
next $21,000 of such cost,
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“(B) in the case of a project (other than a project described
in subparagraph (A)) to be assisted from an allotment made
under part I3, the proportion of the cost of such project to be paid
by the IFederal (Government may not exceed 6634 unless the proj-
ect s Jocated in an area determined by the Secretary to be an urban
or rural poverty area, in which case the proportion of the cost
of such project to be paid by the Federal Government may be
100 per centum, and

“(C) in the case of a project. (other than a project deseribed
in subparagraph (1)) to be assisted with a loan or loan gnarantee
made under part. G, the prineipal amount of the loan direetly
made or guaranteed for such project, when added to any other
assistance provided the project under this title, may not exceed
90 per centum of the cost of such project unless the project is
Tocated in an avea determined by the Secretary to be an urban or
rural poverty arvea, in which case the principal amount, when
added to other assistance under this title, may cover up to 100
per centum of the cost of the project.

“(8) The term ‘hospital’ includes general, tuberculosis, and other
types of hospitals, and related facilities, such as Iaboratories, out-
patient departments, nurses’ home facilities, extended care facilities,
facilities related to pre ns for home health services, self-care units,
and central service facilities, operated in connection with hospitals,
and also includes education or training facilities for health profes-
sonal personnel operated as an integral part of a hospital, but does
not include any hospital furnishing primarily domiciliary cave.
(4) The term ‘public health center’ means a publicly owned facil-
ity for the provision of public health services, including related pub-
lcly owned facilities such as laboratories, clinics, and administrative
offices operated in connection with such a facility.

(5) The term ‘nonprofit’ as applied to any facility means a facility
which is owned and operated by one or more nonprofit corporations
or associations no part of the net earnings of which inures, or may
lawfully inure, to the benefit of any private shareholder or individual.

“(6) The term ‘outpatient medical facility’ means a medical facility
(located in or apart from a hospital) for the diagnesis or diagnosis
and treatment of ambulatory patients (including ambulatory
inpatients)— i

:f(A) which is operated in connection with a hospital,

. “(B) i which natient care is under the professional supervi-
sion of persons licensed to practice medicine or surgery in the State,
or in the case of dental dingnosis or treatment, under the profes-
sional supervision of persons licensed to practice dentistry in the
State; or

“(C) whicl offers to patients not requiring hospitalization the
services of jicensed physicians in various medical specialties, and

which provides to its patients a reasonably full-range of diag-

“ nost'xc and treatment. services, )

(7) The term ‘rehabilitation facility’ means a facility which is
operated for the primary purpose of assisting in the rehabilitation of
disabled persons throngh an integrated program of—

if(A) medical evaluation and services, and
“(B) psychological, social, or vocational evaluation and
services,
?}rllélf:;ﬂ(‘:g?pglt‘g:)tnIg%of{\zssx‘()llfll. supervision, ap<i in t'h.e case of which
e major portio the required evaluation and services is furnished
within the facility; and either the facility is operated in connection
with a hospital, or all medical and related health services are pre-
seribed by, or are under the general direction of, persons licensed to
practice medicine or surgery in the State.
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“(8) The term ‘facility for long-term care’ means a facility
(including a skilled nursing or intermediate care facility) providing
in-patient care for convalescent or chronic disease patients who
required skilled nursing or intermediate care and related medical
services—

“(A) which is a hospital (other than a hospital primarily for
the care and treatment of mentally ill or tuberculous patients)
or is operated in connection with a hospital, or

“(B) in which such care and medical services are prescribed
by, or are performed under the general direction of, persons
licensed to practice medicine or surgery in the State.

“(9) The term ‘construction’ means construction of new buildings
and initial equipment of such buildings and, in any case in which it
will help to provide a service not previousiy provided in the com-
munity, equipment of any buildings; including architects’ fees, but
excluding the cost of off-site improvements and, except with respect
to public health centers, the cost of the acquisition of land,

“(10) The term ‘cost’ as applied to construction, modernization, or
conversion means the amount found by the Secretary to be necessary
for construction, modernization, or conversion, respectively, under a
project, except that, in the case of a modernization project or a project
assisted under part D, such term does not include any amount found
by the Secretary to be attributable to expansion of the bed capacity
of any facility. .

“(11) The term ‘modernization’ includes the alteration, expansion,
major repair (to the extent permitted bg regulations), remodeling,
replacement, and renovation of existing buildings (including initial
equipment thereof), and the replacement of obsolete equipment of
existing buildings. )

“(12) The term ‘title,’ when used with reference to a site for a
project, means a fee simple, or such other estate or interest (including
a leasehold on which the rental does not exceed 4 per centum of the
value of the land) as the Secretary finds suflicient to assure for a period
of not less than twenty-five years’ undisturbed use and possession for
tlie purposes of construction, modernization, or conversion and opera-
tion of the project for a period of not less than (A) twenty years 1n
the case of a project assisted under an allotment or grant under this
title, or (B) the term of repayment of a Joan made or guaranteed under
this title in the case of a project assisted by a loan or Joan gnarantee.

“(13) The term ‘medical facility’ means ﬂ.hOS})ltﬂ.l', public health
center, outpatient medical facility, rehabilitation facility, facility for
long-term care, or other facility (as may be designated by the
Secretary) for the provision of health care to ambulatory patients.

“(14) “The term ‘State Agency’ means the State health lanning
and development agency of a State designated nnder title V.

“(15) The term ‘urban or rural poverty area’ means an urban or
rural geographical arca (as defined by the Secretary) in which a
percentage (as defined by the Secretary in accordance with the next
sentence) of the residents of the area have incomes below the poverty
Jevel {as defined by the Seccretary of Commerce). The percentage
referred to in the preceding senfence shall be defined so that the
percentage of the population of the United States residing in urban
and rural poverty areas is— .

“(A) not more than the percentage of the total population of
the United States with incomes helow the poverty level (as so
defined) plus five per centum, and .

«(B) not less than such percentage minus five per centum.

%(16) The term ‘medically underserved population’ means the
population of an urban or rural area designated by the Secretury as
an ares with a shortage of health facilities or 2 population group
designated by the Secretary as having a shortage of such facilities.
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“PINANCIAL STATEMENTS; RECORDS AND AUDIT

“Sgc. 1634. (a) In the case of any facility for which an allotment
payment, grant, loan, or loan guarantee has been made under this title,
the applicant for such payment, grant, loan, or loan guarantee (or, if
a{)pmpriate, such other person as the Sccretary may prescribe) shall
file at least annually with the State Agency for the State in which the
facility is located a statement which shall be in such form, and con-
ti),lin such information, as the Secretary may require to accurately
show—

“(1? the financial operations of the facility, and

“(2) the costs to the facility of providing health services in the
facility and the charges made by the facility for providing such
services,

during the period with respect to which the statement. is filed.

“(b?(l) I}Cach entity receiving Federal assistance under this title
shall keep such records as the Secretary shall prescribe, including rec-
ords which fully disclose the amount and disposition by such entity
of the proceeds of such assistance, the total cost of the project in
connection with which such assistance is given or used, the amount
of that portion of the cost of the project supplied by other sources, and
such other records as will facilitate an effective audit.

“(2) The Seerctary and the Comptroller General of the United
States, or any of their duly authonized representatives, shall have
access for the purgose of audit and examination to any books, docu-
ments, papers, and records of such entities which in the opinion of
the Secretary or the Comptroller General may be related or pertinent
to the assistance referred to in paragraph (1).

“(c¢) Each such entity shall file at least annually with the Secretary
a statement which shall be in such form, and contain such information,
as the Secretary may require to accurately show—

“(1) the financial. operations of the facility constructed or
modernized with such assistance, and

#(2) the costs to such facility of providing health services in
such facility, and the charges made for such services, during the
period with respect to which the statement is filed.

“TECHNICAL ASSISTANCE

“Skc. 1635. The Secretary shall provide (either through the Depart-
ment of Health, Education, and Welfare or by contract) all necessary
technical and other nonfinancial assistance to any public or other non-
profit entity which is eligible to apply for assistance under this title to
assist such entity in developing applications to be submitted to the
Secretary under section 1604. The Secretary shall make every effort to
ltl'ltflorm eligible applicants of the availability of assistance under this

itle.

“Parr ¥F—Area Heavru Skrvices Deverorxent Fuxps

“DEVELOPMENT GRANTS FOR AREA IIEALTH SERVICES DEVELOPMENT
FUNDS

“Sec. 1640. (a) The Secretary shall makei h fiscal
to each“h(%lth syste}rln igency-——- Y e ol years grant
with which there is in effect a designati
sec‘f%gr)x 15}1l5 5 ect a designation agreement under
. which has in effect an HSP and AIP reviewed by th
Statewide Health Coordinating Council, and v e
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“(3) which, as determined under the review made under sec-
tion 1535(c), 1s organized and operated in the manner prescribed
by section 1512(b) and is performing its functions under section
1513 in a manuer satisfactory to the Secretary,

to enable the agency to establish and maintain an Area Health Serv-
ices Development Fund from which it may make grants and enter into
contracts in aceordance with section 1513 (c¢) (3).

“(b) (1) Except as provided in paragraph (2), the amount of any
grant under subsection (a) shall be determined by the Secretary after
taking into consideration the population of the health service area for
which the health systems agency is designated, the average family
income of the area, and the supply of health services in the area.

“(2) The amount of any grant under subsection (a) to a health
systems agency for any fiscal year may not exceed the product of
$1 and the population of the health service arca for which such
agency is designated.

“(c) No grant may be made under subscction (a) unless an appli-
cation thercfor has been submitted to, and approved by, the Seeretary.
Such an application shall be submitted in such form and manner and
contain such information as the Secretary may require.

“(d) For the purpose of making payments pursuant to grants under
subsection (a), there are authorized to be appropriated $23,000,000
for the fiseal year ending June 30, 1975, $75,000,000 for the fiscal year
ending June 30, 1976, and $120,000,000 for the fiscal year ending
June 30, 1977.”

MISCELLANEOUS AND TRANSITIONAL PROVISIONS

Skc. 5. (a) (1) There are authorized to be appropriated for the fiscal
rear ending June 30, 1975, and the next fiseal year such sums as ma{
¢ necessary to make grants under section 314(a) of the Public ITealth

Service Act, except that no grant made to a State with funds appro-
riate&l under this paragraph shall be available for obligation
eyond—

y (A) three months after the date on which a State health
planning and development ageney is designated for such State
under section 1421 of such Act,or

(B) June 30,1976,
whichever is later.

(2) There are authorized to be appropriated for the fiscal year
ending June 30, 1975, and the next éscal year such sums as may be
necessary to make grants under section 304 of the Public Henlth
Service Act for experimental health services delivery systems, section
314(b) of such Act, and title IX of such Act, except that no grant
made with funds appropriated under this paragraph shall be available
for obligation beyond the later of (A) .}une 30, 1976, or (B) three
months after the date on which a health systems agency has been
designated under section 1415 of such Act for a henﬁh service area
which includes the area of the entity for which a grant is made under
such section 304, 314(b), or title IX.

(b) Any State which has in the fiscal year ending June 30, 1975,
or the next fiscal year funds avai'able for obligation from its allot-
ments under part A of title VI of the Public Health Service Act may
in such fiscal year usc for the proper and efficient administration
during such year of its State plan approved under such part an
amount of such funds which does not exceed 4 per centum of such funds
or $100,000, whichever is less.
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* (c¢) A reference inany law or regulation— ]

(1) to the agency of a State which administers or supervises the
administration of a State's health planning functions under a
State plan approved under section 314(a) of the Pubiic Health
Service Act shall in the case of a State for which a State Health
planning and development agency has been designated under
soction 1521 of such Act be considered a reference to the State
agency designated under such section 1521;

(2) to an ageney or organization which has developed a com-
prehensive regional, metropolitan, or other local area plan or
plans referred to in section 314(b) of the Public Health Service
Act shall if all or part of the area covered by such plan or plans
is within a health service area established under section 1511 of
the Public Ilealth Service Act be considered a reference to the
health systems agency designated under section 1515 of such Act
for such health serviee area; and

(3) to a regional medical program assisted under title IX of
the Public Health Service Act shall if the program is located in
a State for which a State health planning and development agene,
has been designated under section 1521 of the Public Healt

" Service Act be considered a reference to such State agency.
(d) Section 316 of the Public Health Service Act is repealed.

ADVISORY COMMITTEE

Src. 6. (a) An advisory committee established by or pursuant to
the Public Health Service Aet, the Mental Retardation Iacilities and
Community Mental Health Centers Construction Act of 1963, or the
Comprehensive Alcohol Abuse and Alcoholism Prevention, Treat-
ment, and Rehabilitation Act of 1970 shall terminate at such time
as may be speecifically preseribed by an Act of Congress enacted after
the date of the enactment of this Act.

(b) The Sceretary of Ilealth, Education. and Welfare shall report,
within one year after the date of the enactment of this Act, to the
Committee on Labor and Public Welfare of the Senate and the Com-
mittee on Interstate and Foreign Commerce of the House of Repre-
sentatives (1) the purpose and use of ecach advisory committee
established by or pursnant to the Public Health Service Act, the
Mental Retardation Facilities and Community Mental Health Cen-
ters Construction Act of 1963, or the Compreliensive Aleohol Abuse
and Aleoholism Prevention, Treatment, and Rehabilitation Act of
1970 and (2) his recommendations respecting the termination of
each such advisory conunittee.

AGENCY REPORTS

Sec. 7. The Secretary of Health, Eduecation, and Welfare shall
report, within one vear of the date of the enactment of this Act. to
the Committee on Labor and Public Welfare of the Senate and the
Committee on Interstate and Foreign Commerce of the House of
Representatives (1) the identity of cach report required to be made
by the Sceretary under the Public Iealth Service Act, the Mental
Retardation Facilities and Community Mental Health Centers Con-
struction Act of 1963, or the Comprehensive Alcohol Abuse and
Aleoholism Prevention, Treatment, and Rehabilitation Act of 1970
to the Congress (or any committee thereof), (2) the provision of such
Acts which requires each such report, (3) the purpose of each such
report, and (4) the due date for each such report. The report of the
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Secretary under this section may include such recommendations as -
he considers appropriate for termination or consolidation of any such
reporting requirements.

TECHNICAL AMENDMENT

Skc. 8. Section 1305(b) (1) of the Public Health Service Act is
amended to read as follows:

“(b) (1) Except as provided in paragraph (2),the aggregate amount
of principal of loans made or guaranteed, or both, under this section
for a health maintenance organization may not exceed $2,500,000.
In any fiscal year, the amount disbursed under a loan or loans made or ’
guaranteed under this section for a health maintenance organization
may not exceed $1,000,000,000.”

Approved January 4, 1975,
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